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FOREWORD 


This Index-Digest consolidates the individual Digests contained im 
Volumes 1 through 18 of the Federal Power Commission Reports and 
provides the user with direct and ready access to the cited material 
without searching through the individual volumes. 

The references contained are classified alphabetically under appro- 
priate technical and legal word headings. These classifications are 
to some extent arbitrary and the internal cross reference method is 
supplied as an aid to the user in his search for a decision. 

Points digested under the word headings are not comprehensive 
statements of law; they should be used only as a guide to the contents 
of the text cited. 
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PUBLIC INFORMATION—STANDARDIZED CONDITIONS AS TO 
PRELIMINARY PERMITS OR LICENSES FOR HYDROELECTRIC 
DEVELOPMENTS 


P-1: Preliminary Permit for Project: 
11 FPC 699 (December 2, 1952) 
16 FPC 1303 (December 4, 1956) 
L-1: Constructed Major Projects Affecting Lands of the United States: 
12 FPC 1262 (September 25, 1953) 
32 FPC 71 (April 1, 1964) 
L-2: Unconstructed Major Projects Affecting Lands of the United States: 
12 FPC 1137 (August 7, 1953) 
17 FPC 62 (January 18, 1957) 
31 FPC 528 (March 10, 1964) 
L-3: Constructed Major Projects Affecting Navigable Waters of the United 
States: 
12 FPC 836 (February 6, 1953) 
17 FPC 385 (March 4, 1957) 
30 FPC 1658 (November 1, 1963) 
32 FPC 1114 (October 15, 1964) 
36 FPC — (December 6, 1966) Central Maine Power Company, Proj. 2519. 
L-4: Unconstructed Major Projects Affecting Navigable Waters of the United 
States: 
16 FPC 1284 (November 29, 1956) 
32 FPC 839 (September 21, 1964) 
L-5: Constructed Major Projects Affecting Navigable Waters and Lands of the 
United States: 
12 FPC 1329 (October 23, 1953) 
17 FPC 110 (January 31, 1957 
L-6: Unconstructed Major Projects Affecting Navigable Waters and Lands of the 
United States: 
12 FPC 1271 (September 29, 1953) 
16 FPC 1121 (October 29, 1956) 
31 FPC 284 (February 5, 1964) 
34 FPC 1114 (October 7, 1965) 
L-7: Minor Projects Affecting Lands of the United States: 
12 FPC 911 (March 30, 1953) 
17 FPC 486 (April 2, 1957) 
L-8: Minor-Part Projects (Transmission Line) : 
12 FPC 1017 (June 12, 1953) 
L-9: Constructed Minor Project Affecting Navigable Waters of the United 


States: 
32 FPC 577 (August 10, 1964) 
L-10: Constructed Major Projects Affecting the Interests of Interstate or Foreign 

Commerce: 

37 FPC—(May 9, 1967) Duke Power Company, Proj. No. 2465 
L-11: Unconstructed Major Projects Affecting the Interests of Interstate or 
Foreign Commerce: 
34 FPC 602 (August 26, 1965) 
36 FPC 687 (September 26, 1966) 
L-12: Constructed Minor Projects Affecting the Interests of Interstate or Foreign 
Commerce: 
35 FPC 875 (June 3, 1966) 

New or revised forms may be approved after preparation of this list (which is up 
to date as of May 25, 1967) and consequently do not appear herein. Any forms 
currently in use, including those which have not yet appeared in the FPC Reports, 
may be obtained from the Office of Public Information, Federal Power Commission 
441 G Street NW., Washington, D.C. 20426. 

Within each of the categories, the last-listed form is the one in use at the date of 
preparation of the list. The dates in the list are the issuance date of the license 
order with which the particular form was first published in the FPC Reports. 
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ABANDONMENT. 

1. JUSTIFICATION. 

In order to justify the granting of permission to abandon facilities, the 
Commission must have before it evidence either (a) ‘‘that the available 
supply of natural gas is depleted to the extent that the continuance of 
service is unwarranted,” or (b) “that the present or future public con- 
venience or necessity permit such abandonment.’ United Gas F>pe Line 
is gine ean i i cea Nel ieaaane  a a 4 ee 

Since it has not been shown that the available supply has been depleted, 
sufficient facts must be presented to support a finding ‘‘that the. present or 
future public convenience or necessity permit such abandonment.”’ 
The expiration or termination of a contract to supply natural gas to a 
distributor by the applicant does not constitute grounds justifying aban- 
QUATOOG GE. Tin, Cn sett isin hile saith nee een diane mn 

Whether the applicant, and the distributor are able, or are unable, to 
reach an agreement as to their differences on the ‘‘question of how long 
this service will be continued”’ pending the distributor’s connecting with a 
new supply of natural gas expected to be available sometime after Novem- 
ber 15, 1941, is not an issue to be determined in the present proceeding. 


Applicant’s difficulty in obtaining its requirements of pipe for. use in 
other parts of its interconnected system does not, in the light of the present 
record, justify an abandonment of facilities essential to rendering natural 
gas service at city gates in order that such facilities may be removed and 
utilized elsewhere in its interconnected system. Jd__...~._--____-----.- 

Where facilities have been, by their actual use, dedicated to public 
service over a long period of years and have met the requirements of the 
communities served, neither the present nor the future public convenience 
and necessity, would permit their abandonment until a showing is made 
that such use is no longer essential and the facilities are no longer 
utilized or that the available supply of natural gas is depleted to the extent 
that continuance of service is unwarranted. Jd__.-.-.-.--..----------- 

Abandonment permitted on showing that the supply of natural gas 
available to the applicant was depleted to such an extent that continuance of 
natural-gas service is unwarranted. The Rochester Company can use the 
facilities to be acquired from applicant to continue service with artificial 
gu Gabel Cae Care i ae ig Boi Os AG. Bee es a 3 FPC 

Where granting of application might deprive certain war industries, 
numerous towns and villages, including at least several hundred homes, and 
a number of schools and public buildings, of essential services, on short 
notice, at the beginning of winter with war-time scarcities and limitations 
obtaining, it is proper that applicants be held to convincing proof of the 
specific conditions of section 7(b), namely, that their available supply of 
natural gas “‘is depleted to the extent that continuance of service is un- 
warranted” and that ‘‘present or future public convenience or necessity per- 
mit such abandonment.” Godfrey L. Cabot, Inc. and Cabot Gas 
COB ci ci cccdaninmedeaudemauss nade Diudenmmeneaale 3 FPC 
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2 INDEX-DIGEST 


ABANDON MENT—Continued 
1. JustiricaTtion—Continued 


In spite of the fact that applicants have dissipated and exploited their 
supply of natural gas to the ultimate loss, disadvantage and inconvenience 
of the large number of domestic consumers and the supply of natural gas in 
the local area was rapidly approaching complete exhaustion, applicants’ 
own estimates indicated that their supply would be adequate through June 
1943, and the Commission concluded that applicants’ available supply of 
natural gas was not depleted to the extent that discontinuance of service 
was warranted, but, on the contrary, circumstances required its continuance 
at least throughout the current winter period. Jd_........._.....------- 

It is immaterial that a contract of applicant to furnish natural gas will 
not expire until December 31, 1944, since no obligation of such a contract 
can defeat legitimate government authority. Jd_............----.------ 

Public convenience and necessity clearly entitle communities and 
industries which have enjoyed natural gas service from applicants to a 
reasonable period for readjustment and substitution of other fuels or 
services, before applicants’ service is abandoned, and war industries 
should not be cut off, on insufficient notice, in order to make the pipe line 
available for other war industries elsewhere. Jd______.______--_-------- 

In a proceeding under section 7(b) of the Natural Gas Act, the only 
issues are (1) whether the available supply of natural gas is depleted to the 
extent that the continuance of service is unwarranted, and (2) the present 
or future public convenience or necessity permit such abandonment. 
Applicant’s estimates of demand upon Cabot, Inc., for 12-month period 
ending April 30, 1944, if service from Cabot Corporation’s transmission 
line sought to be abandoned is continued, found to be excessive by about 
DRI, Fla a rie prec s nceemednaraguaranats eds cas aneteaagee 

While accepting applicant’s assumption of a 5 percent per month decrease 
in its daily average production as a formula to be applied in estimating its 
cumulative production for the period March 1943 through February 1944, 
the Commission applied the formula to the last month for which actual 
production figures were available, April 1943, rather than starting with the 
figures for February 1943 and making the deductions therefrom. 
Being unable to conclude or find that the available supply of natural gas 
is depleted to the extent that discontinuance of service is warranted, and 
that the present and future public convenience and necessity would permit 
such abandonment of service, the applications must be denied. Jd______-- 

Application for approval of abandonment, salvage, removal or sale in place 
of natural gas facilities, previously denied In the Matter of United Gas Pipe 
Line Company, supra, p. 3, granted upon showing that objections of 
distributing company, and other parties previously opposed, have been 
withdrawn, service actually discontinued, and except as to part agreed to 
be sold in place to distributing company, facilities are no longer used or use- 
ful in their present location for the transportation or sale of natural gas in 
interstate commerce. United Gas Pipe Line Co 
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INDEX-DIGEST 


ABANDON MENT—Continued 
1. JustiricaTtion—Continued 


In proceeding under section 7(b) of Natural Gas Act, abandonment of 
facilities interconnected with and lying south of applicant’s Drumright 
(Oklahoma) compressor station used in transportation and sale for resale 
of natural gas in interstate commerce permitted on findings that supply of 
natural gas available to those facilities is becoming depleted to extent that 
continuance of service therefrom is unwarrented; that applicant’s rates 
or its ability to maintain prorer service elsewhere on its system will not be 
adversely affected; that only services rendered directly from such facilities 
have been adequately provided for; and that present and future public 
convenience permit such abandonment. Cities Service Gas Co-__-___ 6 FPC 

Decision of presiding examiner with respect to Northern’s abandonment 
application filed pursuant to section 7(b) of Natural Gas Act in docket 
No. G-1367 affirmed. Metropolitan Utilities District of Omaha___-- 10 FPC 

Application of Louisville Gas denied on finding that public convenience 
and public necessity do not now permit abandonment of facilities and 
service as proposed. Texas Gas Transmission Corp_-_-..._---- 10 FPC 

Commission finds that Panhandle’s available natural gas supply is not de- 
pleted to the extent that continuance of service is unwarranted, as provided 
by section 7(b) of Natural Gas Act. Panhandle Eastern Pipe Line 
C0. PRUs Lido. JET OIGGS, SO _ sot ee, 10. Usman 11 FPC 

Panhandle fails to make statutory showing that proposed cutback at 
Detroit will result in benefits to consuming public along its line which 
would offset injury and damage to consuming public in territory served by 
Michigan Consolidated and Michigan-Wiseonsin. I[d__-..-.-....------- 

Application of Panhandle for partial abandonment of service in Detroit 
area is denied, since public convenience and necessity require use of gas 
which Panhandle seeks to take away from Michigan Consolidated. 
Commission denies the application for abandonment because the aban- 
donment would be achieved only through increased costs to the pipeline 
companies and additional expenditures for the rendition of such service. 
Disie Pipe Line Co. 224) BS LD GT, LEB 14 FPC 

2. NECESSITY FOR AUTHORIZATION. 


In a proceeding under section 7(b) of the Natural Gas Act on an 
application for permission to abandon facilities, applicant, United Gas Pipe 
Line Company, found to be engaged in the transportation of natural gas 
in interstate commerce through its integrated pipe line system which 
traverses several States and in selling a very substantial portion of such 
gas in interstate commerce for resale for ultimate public consumption for 
domestic, commercial, industrial, and other use, and, therefore, held to be 
a natural-gas company within the meaning of the Act. United Gas Pipe 
SI iets ss sateen tin aint. ies aii tata ial le aol ieee 3 FPC 

Facilities utilized by applicant in interstate transportation of natural 
gas for delivery at city gates and sale of such gas under the provisions of 
existing rate schedules to a distributing company for resale are facilities 
subject to the jurisdiction of the Commission and their proposed removal 
would constitute an abandonment under section 7(b) of the Natural Gas 
Act. Id 
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4 INDEX-DIGEST 


ABANDON MEN T—Continued 
2. Necessity FoR AUTHORIZATION—Continued 


Applicant, being engaged in the transportation and sale of natural gas in 
interstate commerce for resale, is a natural-gas company and its facilities in 
Monroe County, New York, carrying natural gas transported in interstate 
commerce are subject to the jurisdiction of the Commission under section 
7(b) of the Natural Gas Act. Cabot Gas Corp_......-...-------.- 3 FPC 

Sale and transfer of applicant’s facilities in Monroe County, New York, 
to Rochester Gas and Eleetric Corporation, applicant’s only customer in 
Monroe County (except for two industrial concerns) which proposes to 
continue service, constitutes an abandonment within the meaning of section 
7@e) of GhetAct. [dad cels oschest osha oo neh dekoushr do nasiknescamsias 

The fact that applicant’s supply contract is for a 20-year period is 
immaterial in a determination of amortization and depreciation, since 
interstate service cannot be abandoned except with the Commission’s 
permission under section 7(b) of the. Act, and there appears to be a reason- 
able assurance of a continuing supply of Texas gas for at least 30. years. 
Gedfrey t. Cabot, Inc... ..--~ <swsl} saucennnene tt -223-c00nS- -< sean 4 FPC 

Election by another natural-gas company not to become party to pro- 
ceeding does not constitute estoppel or forfeiture of legal rights nor does it 
constitute action required under section 7(b) of Natural Gas Act, which 
prohibits abandonment of service without approval of Commission. 
Interstate Gas Company and Cities Service Gas Co. .-----2.------2- 6 FPC 

Panhandle’s application for an order permitting it to reduce deliveries of 
natural gas to Michigan, Consolidated at Detroit from 125,000 Mef to 
87,500 Mcef per day is deemed to be an application pursuant to section 7(b) 
of Natural Gas Act. to abandon service. Panhandle Eastern Pipe.Line 
C0... -. <sgte Jo-e e-em ~e Memnese dite 4576 2eR me -sikdna~oak r1 FPC 

Section 7(b) of the Natural Gas Act prohibits installation, severance or 
removal of facilities subject to the jurisdiction of the Commission without 
permission where there is a reduction in interstate service. Willmut v. 
Carita Gt eine aetintm 04 crore <baeiitveed Aeaodih weeds euiting- ada 12 FPC 

A natural-gas company, which has received certificates of public con- 
venience and necessity to transport and sell gas in interstate commerce, is 
under a continuing responsibility to use these facilities in the manner 
specified in the certificates until proper authorization for abandonment is 
obtained under section 7(b) of Natural Gas Act. Jd___ ~~. 2 le 

A letter, sent by a natural gas company to the Commission notifying the 
Commission of its intention to abandon certificated facilities, is not an ap- 
plication under section 7(b) of the Natural Gas Act for permission to aban- 
don because of the fatal absence of the hearing and findings mandatory 
unilon CRU MGINON: ibs oe at Oabsss dg pei, JeaUes of ¢ dieeedacta 

Commission’s jurisdiction over a sale of natural gas in interstate com- 
merce for resale cannot be affected by system rearrangements which reduce 
the interstate service without the permission required by section 7(b) of the 
Natural Gas Act, even though only a small amount of gas has been delivered 
in interstate commerce since the system rearrangements. Jd______-.----- 

Commission under section 16 of Natural Gas Act has jurisdiction to 
order a natural-gas company to restore certificated facilities abandoned 
without authorization, so that full interstate service may be resumed, 
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INDEX-DIGEST 


ABANDON MENT—Continued 
2. NEecEssiIty FoR AUTHORIZATION—Continued 


Section 7(b) of the Natural Gas Aét prohibits the removal of transmis- 
sion lines without the approval and permission of the Commission, even 
where the purpose of the removal is to construct'a new smaller line with no 
abandonment of service. Kansas-Nebraska Natural Gas Co__ --_- 12 FPC 

Commission permits applicant. to'abandon under section 7(b) of the 
Natural Gas Act service previously rendered to Mississippi, and allows 
notices of cancellation of its rate schedule and service agreement to become 
effective. Arkansas Louisiana Gas Co_-_____.._-_---_---__-.-- 12 FPC 

Commission requires Texas Eastern by a certificate condition to submit 
satisfactory evidence as to the continued service to said communities prior 
to the commencement of any abandonment operations. Teras Eastern 
Transmetien CHG! = os 2 BIE Ee eae 14 FPC 

A gas producer may not remove his gas from a stream of gas which is 
being sold directly to an interstate pipeline for resale and for transporta- 
tion in interstate commerce without. first obtaining the approval of the 
Commission. Dizie Pipe Line Co. ....- .1-+2<-nnn-ee sce neue 14 FPC 

Company may not apply for and receive a certificate of public conven- 
ience and necessity to render a lesser service in the absence of an application 
pursuant to section 7(b) to abandon that portion of the service not included 
in its application. Id 

The coverage of section 7(b) of the Natural Gas Act cannot be affected 
by the coverage of section 7(c) or 7(e). J. M. Huber Corp__--- 14 FPC 

Commission rejects notices of termination of contract by independent 
producers purporting to terminate the rate schedules and abandon the sales 
and service thereunder. La Gloria Oil and Cas Co____-__-~-- i eee 

Section 7(b) of Natural Gas Act prohibiting abandonment of facilities 
and service without Commission approval is applicable to respondents 
regardless of whether or not stich facilities and service have been certificated 
under section 7(¢) of Act. Argo Oti Corp___--.------------ <p - £0 EFC 

Commission rejects Sun’s certificate application based on the fact that a 
previously issued certificate is still applicable to gas sales from the same 
gas producing acreage to the same buyer even though the contract has ex- 
pired. Sun Oil Co.;S. W. Richardson 


ACCOUNTS AND ACCOUNTING. 
1. AMORTIZATION. 


The excess over original cost held properly classifiable in Account 
100.5, electric plant acquisition adjustments, found to represent payments 
for elimination of threat of competition, rounding out of service areas 
and for prospective earnings, which had been in the accounts a con- 
siderable period of time, some of it as long as 42 years without any provi- 
sion for amortization, does not represent payment for tangible property 
now inservice. Such intangibles should not. remain on respondent’s books, 
unamortized and undiminished, indefinitely and were ordered amortized 
over a period of 15 years beginning in 1945 by annual charges to Account 
537, miscellaneous amortization. Montana Power Company... 4 FPC 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or Account- 
ING ADJUSTMENTS, (a) Excess Over Original Cost of Acquired Property. 
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6 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
1. AmortTIzATION—Continued 


Commission dismisses contention that it lacks lawful authority to require 
amortization or charging off of intangibles. Commission requires the 
amortization amount of $5,176,613.91 classifiable in account 100.5. Arkan- 
one Power: fe:Tright: Ce. oouics iwenedh wen deh gghnd Se oe pallinaa 2 8 FPC 

Amortization period of 12 years is reasonable. Jd_...-...-...-..---- 

Commission requires amortization charges made to account 537, Miscel- 
laneous Amortization—in accordance with general accounting practice 
under which intangible assets are amortized, or charged off, to surplus or 
to nonoperating section of income statement. IJd__.....---.---.--.-... 


See ACCOUNTS AND ACCOUNTING, 10. Rectassirication, 
5. DisPosiTION oF ACCOUNTING ADJUSTMENTS, (a) Excess Over Original 
Cost of Acquired Property. 

Since record contains no adequate explanation of excess payment for 
local distribution facilities acquired by respondent, public interest re- 
quires, as a condition to retention of the properties, that excess be amor- 
tized out of income over period not to exceed 5 years to account 537, 
miscellaneous amortization. Pennsylvania Electric Co____------ 9 FPC 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or Account- 
ING ADJUSTMENTS, (b) General. 


Commission approves ‘“‘offset method” of treating amortization reserve. 
Under this method, when earnings fall below specified rate of return no 
further credits to amortization reserve are made until deficiencies have 
been made up in subsequent years of excess earnings. Niagara Falls 
BORDEN ies tice ste ie wise wedi eh aelapg actin mantle eels heat Bitiniia 9 FPC 

Commission orders licensee to follow ‘offset method’? when setting 
aside amortization reserves, and to amend license accordingly. Jd_.._.-- 

When licensee accepted license it agreed to exercise by Commission 
of discretion granted by section 10(d) of Federal Power Act to fix specified 
rate of return and proportion of surplus earnings to be paid into amortiza- 
OR SUININE, «5 BO ssers csite Acne <a eeiind Aae nite oiariar te 

Federal Power Act is controlling as to establishment and maintenance 
of amortization reserves, except for determinations required by act to be 
set forth in license. Id 


“Surplus earnings’ to be paid into and held in amortization reserves is 
excess of actual earnings over earnings calculated at rate of 6 percent 
upon net investment in project. IJd..........-.----..----.---------- 

The requirement of section 10(c) of Federal Power Act that licensees 
“establish and maintain adequate depreciation reserves’ accords with 
fair return test. in section,3(13) of act. +, Jo. nin- -mnnigncc-swdvannoance 

Section 10(d) of Federal Power Act provides mechanics for determining 
proportion of earnings of each year which must be reserved, and section 
3(13) sets forth basis for determining how much of reserve should be 
applied toward reduction in net investment. IJd_.__......------------ 

Commission finds that by adopting offset method recommended by 
examiner it is prescribing reasonable method, in conformity with sec- 
tions 10(d) and 3(13) of Federal Power Act, for reservation of profits in 
amortization reserve pending later determination as to how much thereof 
should be applied toward reduction in net investment. JId_....-------- 


See ACCOUNTS AND ACCOUNTING, 4. Cost, (d) General. 
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ACCOUNTS AND ACCOUNTIN G—Continued 
1. AMORTIZATION—Continued 


In determination of a proper rate base for test year, Commission requires 
that commitment fee be amortized over life of bond issue as a financial 
expense. Alabama-Tennessee Natural Gas Co._......-.-------- 11 FPC 

Commission finds 5-year amortization period to be reasonable for rate 
Gnde expense... Id... ..0.- ~~ 2 se bl soils dose tonha. slaagces 

Commission denies proposal by Niagara Mohawk to amortize’ by ratable 
monthly charges to operating expenses an expenditure of $1,500,000 
representing payment to Aluminum Company of America in connection 
with termination of unprofitable power contracts. Niagara Mohawk 
Powe? Cats trac sone.) 06> tecnnianes ade 4aeutedins 11 FPC 

Commission finds that facts shown do not justify proposed accounting 
charge to future periods of cost of abrogating these contracts, and it further 
finds such cost to be loss suffered in year made rather than assets of new 
enh Y oF Wiis cinch abe eid sire eerbenseen Sh pecans deco abit eile 

Commission denies application of Niagara Mohawk for order approv- 
ing amortization by charges to operating expense of payment to ALCOA, 
and Commission orders that Mohawk charge off such expenditures to earned 
SuarpGh, MOOG BOR, -Biicris a ins 2 00> <inriinin saat tid din aati aceite 

Where an unusual, nonrecurring cost is experienced during a test period, 
Commission determines the normal cost on the basis of a 5-year average 
instead of a 10-v .> average, when the item might be sensitive to changes in 
price lgvele, °C 1 (Gh PU GOO CRs as ~ 20203454 5~ 465 56 aap ema 12 FPC 

Commission r jects argument that it should reduce the rates of com- 
panies during the 5-year period of rapid amortization for emergency facil- 
ities allowable under section 124A of the Internal Revenue Code of 1950, 
because it would be inconsistent with the effort of Congress to aid our 
national defense. Treatment of Federal Income Taxes__-_-------- 12 FPC 

Commission decides that the temporary tax savings, realized through 
the rapid amortization of emergency facilities, should not affect the annual 
charge for depreciation for rate making purposes. Jd_______..-._------ 

Since the rapid amortization of emergency facilities is essentially a 
deferment of tax liability, the accruals for taxes in excess of those actually 
paid should be earmarked for the future meeting of such tax liability, and 
should not be used for the payment of dividends. Id 


2. AutHority To REGULATE. 


The Commission is without authority to allow any claimed items which 
are not properly cost items under the act, such as capitalization, for the 
purpose of advancing the sale to the Tennessee Valley Authority, of any 
rights acquired or services performed, or any expenditures or obligations 
in excess of an amount reasonably necessary under the provisions of a 
preliminary permit for the presentation to the Commission of the data 
and information required as a showing essential to an application for license. 
Southern Industries and Utilities, Inc......-------.------------- 1 FPC 

The Federal Power Commission has authority to prescribe a uniform 
system of accounts and to order a licensee to transfer items from one ac- 
count to another in compliance with the provisions of the Commission’s 
Uniform System of Accounts. Northern States Power Co__...... 2 FPC 
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8 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
2. AuTHorRIty TO ReEGuLATE—Continued 


In theadministration ofthe functions of the Federal Power Commission 
under the Act (particularly under sections 10(d), 10(e), 20, 304(a), 307, 
309, and 311) it is highly important that the Commission have information 
based upon the uniform: system of accounts and that the books of the 
licensees properly reflect such accounts. Jd__...-..--------------2.. 

Under the facts found, a respondent is a public utility within the mean- 
ing of the Federal Power Act, and by section 301(a) of the Act, it is sub- 
ject to the accounting orders of the Commission. Hartford Electric Light 
Co... .ivasot. cmos, .gbicu soo. taney. sldsiieupau. Jo. 2a 2 FPC 

Public utility subject to the jurisdiction of the Commission and is not 
exempt under section 318 of the Federal Power Act from Commission’s 
accounting requirements because of the provisions of section 6(a) of the 
Public Utility Holding Company Act or because of the accounting require- 
ments of the Securities and Exchange Commission under section 15(a) of 
the Holding Company Act. Superior Water, Light & Power Co... 3 FPC 

Since respondent owns facilities used for the transmission and sale of 
electric energy at wholesale in interstate commerce by an affiliated com- 
pany which operates them under a lease, it is a “public utility” under sec- 
tion 201(e) of the Federal Power Act. Indiana Hydro-Electric Power 
oe ele ee etcetera eal raea acaba e 3 FPC 

Congress, in conferring upon the Commission jurisdiction over the 
accounts of “licensees’’ and “public utilities,” provided for their uniform 
treatment, but also provided that “public utilities” should not thereby be 
relieved from the necessity for compliance with lawful state accounting 
requirements. The Montana Power Co_.-.--------.----------- 4 FPC 

See ACCOUNTS AND ACCOUNTING, 3. Compiiance Wits State 
REQUIREMENTS, 


The Commission’s accounting requirements control the fundamental or 
basic corporate books of account of a public utility or licensee, and its au- 
thority is not limited to the prescription of memorandum accounts. North- 
ern States Power Oo 0s cece iubelwsbos cdi gllcliil va 5 FPC 

Congress, in enacting the Federal Power Act, recognized that uniform 
and comprehensive accounting authority, extending to the basic books of 
account of public utilities and licensees, was desirable and vitally necessary 
to effective electric utility regulation. Jd_.._....-.--.-.-------.---.-- 

Compliance with the Commission’s accounting requirements with respect 
to basic corporate accounts, including capital, surplus plant and deprecia- 
tion, must be enforced to prevent possible inflation in plant accounts and 
capital structures during consolidation and merger proceedings. Jd__-_--- 

Agencies of the United States, even though not licensees under the Act, 
are required by section 303 of the Act to conform to the Commission’s ac- 
counting requirements, and there is no difference between such agencies and 
public utility companies and licensees with respect to accounting treat- 
ment of costs, revenues and expenses, and particularly the determination 
of net income. Central Nebraska Public Power Co__..------------ 5 FPC 

The Commission, in passing upon the accounting for purchase of gas and 
electric plant, will require depreciation and depletion reserves to be re- 
corded on the books of the purchaser applicable to the property trans- 
ferred. New York State Natural Gas Corp_-_.-..--------------- 5 FPC 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
2. AuTHORITY TO REGuLATE—Continued 


The fact that the regulatory power of the Federal Power Commission 
may partially duplicate that of a state commission does not preclude 


exercise of the Commission’s functions. East Ohio Gas Co_____-_- 6 FPC 


Certain accounting data relating to cost of transportation of natural gas 
from the Ohio River to city of Cleveland, of use in connection with former 
rate controversy, now settled, required to be filed under sections 5(b) and 
6(b) of Natural Gas Act, since such data will be useful when a further 
rate controversy develops, and can readily be made current. Such data 
must also be required under the Commission’s general accounting orders 
issued under sections 8(a), 10(a), and 16 requiring installation of uni- 
form system of accounts, reclassifications and original cost determination, 
and annual and statistical reports. Id_...................-.-.--.---. 

Uniform accounting is necessary to effective regulation under section 
7 of the Natural Gas Act. Jd ‘ 

There is no merit to objecting that Commission 1 requests for accounting 
data and its requirements that accounts be kept may not extend beyond 
facilities subject to ite jurisdiction... Jd_..<..... 1.252206 2-s-c cies 

Legitimate cost of compliance alone is no bar, since effective regula- 
tion in the public interest is justification. Jd : hinhsbt i i we 

By section 4(f) of Federal Water Power Act of 1920, Congress em- 
powered Commission to prescribe rules and regulations for system of 
accounts, and accounting formulas determined .by Commission must 
conform to legislative standards and policies set up by Congress. Com- 
mission, by its rules and regulations, is to fill in details of legislative policy. 
Niagara Falls Power Co_____~- 9 FPC 


A licensee obtains vested rights by Federal Power Act as it existed 
when license became effective, subject to continuing power and duty of 
Commission to carry out purposes of act by rules, regulations and orders. 


Under section 10(a) of Federal Power Act authority to prescribe exact 
accounting formulas and methods is delegated to Commission. Jd____-_- 
Commission cannot contract away its statutory power and duties to 
prescribe accounting methods and formulas. Jd____....---.---------- 
Section 10(d) of Federal Power Act does not prescribe accounting 
formulas for calculating ‘“‘surplus earnings.” Such determinations are 
left to discretion of Commission. J/d_- 


See ACCOUNTS AND ACCOU NTING, 1. AMORTIZATION, 7. JURIS- 
piction; AMORTIZATION. 
3. CoMPLIANCE WITH STATE REQUIREMENTS. 


Congress, in conferring upon the Commission jurisdiction over the ac- 
counts of “licensees” and “public utilities,’’ provided for their uniform 
treatment, but also provided that ‘‘public utilities’? should not thereby 
be relieved from the necessity for compliance with lawful state account- 
ing requirements. Montana Power Co___-_----.-------------- 4 FPC 

See ACCOUNTS AND ACCOUNTING, 2. Aurnoritry To REGULATE. 


The fact that regulatory power of Federal Power Commission may 
partially duplicate that of a state commission does not preclude exercise 
of the Commission’s functions. Cf. East Ohio Gas Co__- . 6 FPC 





Page 


182 


182 


183 


183 


183 


238 


238 


239 


248 













10 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
3. ComMPLIANCE WITH STATE REQUIREMENTS—Continued 


State commission’s action on a rate base value does not make issues 
unique and require unique accounting. Arkansas Power & Light 
Gas cc dibee Gevevedesti te edie « Jekeieeihn nieeuneen 8 FPC 

See JURISDICTION, 9. Strate Law. 

4. Cost. 

(a) Acquisition of Property. 

The excess over actual cost to parent company of properties transferred 
by it to wholly owned and controlled subsidiary in a transaction character- 
ized by complete absence of arm’s-length bargaining and independence of 
judgment, represents a write-up and should not be allowed to remain in 
plant account of subsidiary. Pacific Power & Light Co_.------- 3 FPC 

The cost of common stock of affiliate acquired in a “‘basket transaction” 
is properly included in plant account by being established in Account 111, 
investment in associated companies. IJd..............---...--------- 

The original cost of a generating station and canal previously retired at 
an excessive amount based upon reproduction values (the canal subse- 
quently being discovered to be in use) should be established in Account 110, 
other physical property, and the excess over original cost transferred to 
Account 100.5, electric plant acquisition adjustments, from the reserve 
account in which it had been erroneously placed. Jd__..-.-.--..-_---- 

Excess of acquisition cost over original cost of operating units or systems 
purchased, representing payments for nuisance value, going value, fran- 
chise value, monopoly value and other similar intangibles, should not be 
allowed to remain indefinitely in Account 100.5 of the plant accounts of a 
“public utility’? but should be properly amortized. California Oregon 
PO Re oo int ont aacendeak seen aches cake wenceetn 3 FPC 

Discount on stock issued by parent holding company in the acquisition 
of properties, representing the difference between the par and market 
values of the stock, recorded as part of the cost of assets acquired, consti- 
tuted inflation of plant accounts to that extent. Dividends received, dur- 
ing ownership of these properties, by parent holding company from certain 
subsidiary companies in excess of their net income represent the return of 
capital and should be credited to investment, and not to income account 
of parent company. Minnesota Power & Light Co__.-.-------- 3 FPC 

Interest received by parent company from subsidiary which had accrued 
on note of subsidiary prior to its acquisition by the parent company, should 
be credited to investment and not to income account of parent com- 
DONG: PO ica icws teens kocm sehen chee nmeue kak ete mat 

To the extent that the aggregate amount and par value of securities 
issued to parent company in exchange for property was in excess of the 
book cost to the parent company of the properties transferred, the trans- 
actions resulted in a ‘“‘write-up” of plant account on the books of the 
SOCUITINAOORIDANT 6 1G. Sead ce eceeeee he keee ial btn J ee 

An arbitrary charge to plant account (offset by a credit to a Reserve for 
Contingencies) upon the transfer of properties from parent to its subsid- 
iary, the accounting “‘public utility,” is a write-up of plant account. Jd_- 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


4. Cost—Continued 
(a) Acquisition of Property—Continued 

The total amount of inflation on the books of subsidiary, the accounting 
“public utility,” resulting from inter-company transactions accompanied 
by a complete absence of arm’s-length bargaining, in which property 
accounts were inflated on the books of parent company and again on trans- 
fer to subsidiary, should not be classified in Account 100.5, electric plant 
acquisition adjustments, on the theory that it represents actual bona fide 
cost, but should be classified in Account 107, electric plant adjustments, as 
a write-up, pending disposition in accordance with the requirements of the 
Commission’s Uniform System of Accounts. Jd_......-.-..----------- 

Amount charged to plant account as an offset to stock issued is a fiction 
where respondent did not, on the record, acquire electric plant in exchange 
for the stock so issued and should be established in Account 107, electric 
plant adjustments, for disposition as indicated. Hydro-Electric Power 
Co... gehts thas ad as Wédagede dns cen ae 3 FPC 

An inter-company write-up resulting from the acquisition in 1924 from an 
affiliated company of a hydro-plant and water rights is properly reclassi- 
fiahie in, Aesount Ite Ee sis tana dens sinew hed ae Seniesa 

Transfers of properties between subsidiaries in the same holding com- 
pany system, recorded on books of ‘‘public utility’? at excesses over bona 
fide cost to the affiliated transferors, cannot be regarded as other than 
write-ups and should be classified in Account 107 until disposed of in such 
manner as the Commission shall direct. Utah Power & Light Co... 3 FPC 

See ACCOUNTS AND ACCOUNTING 4. Cost. (e) Inter-Company 
Contracts and Service Fees. 


Account 100.5, electric plant acquisition adjustments, of the Commis- 
sion’s Uniform System of Accounts, is designed to include the difference 
between the amount paid and original cost where the accounting utility 
has purchased an operating system at arm’s-length for more or less than 
original cost. Montana Power Co-_- a gvatahonaptane aoa ine a 4 FPC 

There can be no increase in the actual legitimate cost of public utility 
properties in a transaction in which the transferor and the transferee 
in substance and effect, but not in form, are one and the same. J[d______- 

Where, in a series of reorganizations of predecessor companies, the 
statement of assets was increased at each step over the statement of 
the same assets on the books of each predecessor company, the increase 
being accomplished by an exchange of securities with ownership and 
direction remaining the same, and where the transactions were not at 
arm’s-length, cost to respondent can be no more than the aggregate of 
the cost to the predecessor companies. Jd_.............-------------- 

In a transaction between wholly owned and controlled affiliates, no 
new cost can be created by the issuance and distribution among the old 
owners of additional securities without other consideration where no 
additional investment was made and no new plant was acquired. Jd____- 

Where cost of utility plant to predecessor companies is determinable 
from the books and records of predecessor companies, evidence of value 
is wholly immaterial to the determination of that cost. Jd_._..._..__--- 
Transactions at less than arm’s-length do not result in an increase in 
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12 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


4. Cost—Continued 
(a) Acquisition of Property—Continued 
actual legitimate cost of electric facilities. IJd.........-.--..-.------- 

Final consolidation (1913) of all predecessor interests into respondent 
by acquisition of stock held by its president (who had been director and 
largest stockholder in predecessor company), and by Butte Electric, in 
exchange for stock in respondent did not result in any increase in cost, 
there being no arm’s-length bargaining but a consolidation or pooling 
of interest zather then, s:cele.:: Fdis oe ' seein. 4s do cdiounlenwiddecdcn< 

In ascertaining cost of power sites owned by affiliated predecessor, 
cost of acquisition of stock of predecessor by consolidating interests was 
allowed, after deducting current assets and book cost of dam and power- 
house included at full cost in other plant accounts. Id 

See COST, 3. AFFILIATION AND Common ContTROL. 

(b) Bond Discount and Expense. 

Bond discount held to be a part of the cost of money, to be treated in the 
same manner as interest, an expense to be finally discharged when the 
bonds are retired, and not part of the cost of property to be capitalized and 
retired when the property is removed from service by charges to deprecia- 
tion reserve. Superior Water, Light & Power Co-- ----- J 3 FPC 

Amounts representing bond discount and expense suffered by affiliate in 
connection with transactions in bonds of company, reclassified by company 
from plant account to Account 140, unamortized debt discount and expense, 
should have been established in Account 107, electric plant adjustments, 
pending Commission approval of the transfer to Account 140. Pacific 
POG BTA Ob. 3 52d Sho See see wo aes 3 FPC 

An amount representing bond discount and expense relating to an in- 
debtedness which matured and has been replaced by a new bond issue 
should be charged off to Account 271, earned surplus. Jd___--_-------- 

The pro rata portion of unamortized debt and expense relating to pres- 
ently outstanding bonds (137/300 of the life of the bonds having expired) 
should be charged off at once to Account 271, earned surplus, and a propor- 
tionate part of the balance should be included in the income account for 
years subsequent to 1942 until the entire amount is extinguished. Jd___- 

The amount of the write-up representing bond discount and expense on 
bonds delivered to parent company on acquisition of properties, although a 
proper charge to surplus since the bonds were refunded in 1928, was dis- 
posed of by an immediate charge-off of part to Account 271, earned surplus, 
with transfer of the balance to Account 140, unamortized debt discount, 
from which account it was directed to be amortized over a period not to 
exceed 100 months from June 30, 1942, the remaining original life of the 
refunded bonds, by equal monthly charges to Account 531, amortization 
of debt discount and expenses, provided that amortization might be accel- 
erated by charges to Account 414, miscellaneous debits to surplus. Min- 
nesota Power & Light Co_- Se eee poe pee Be S ole ee 

Bond discount and expenses improperly capitalized should be removed 
from company’s plant account, established in Account 107, electric plant 
adjustments, and disposal therefrom by a charge to Account 271, earned 
surplus. Superior Water, Light & Power Co__------------- . 3 FPC 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or AccouNt- 
ING ADJUSTMENTS, (b) General; SECURITIES. 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


4. Costr—Continued 
(c) Expenses. 


Expenditures for labor and material utilized in rebuilding boilers, stok- 
ers, turbines, meters, transformers, switchboard equipment, and other 
similar work should be charged to maintenance or other operating expense 
accounts. Interstate Power Company and Albany Lighting Co_._.. 2 FPC 

To add to plant costs administrative and general expenses previously 
assigned to operations, not only violates the Commission’s system of ac- 
counts, and fails to conform to sound principles of accounting, but like- 
wise vitiates the principles of equity in relation to consumers. WNorth- 
western Electric Co-_-_--- meebncies ee 

Additional organization expenses, included in Account 100.5, electric 
plant acquisition adjustments, should be established by transfer in Account 
301, organization, within Account 100.1, electric plant in service. Pacific 
Pl GC iis dng hs pda coke ee ate 3 FPC 

Costs incurred in connection with the organization of another company, 
all interest in which had since been disposed of, should be disposed of by 
a charge to Account 271, earned surplus. Jd_.____.---.--.----------- 

Organization expenses originally charged off in accordance with sound 
principles and practices should not now be reinstated. The Montana 
PI Ce 6 se denswede ; - : . 4 FPC 


See COST, 13. ExpEnsss. 
(d) General. 


Proper working capital allowed comprised of cash, plus sums for 
materials and supplies, and prepayments. Penn-York Natural Gas 
CR i reread ne greet Sc ceaebe ne allie ee Shanes Oo ee 

Amount claimed as 3 working capital based upon 10-day interval between 
date of payment for gas purchased and receipt of payment for gas sold dis- 
allowed, as 10-day lag was created subsequently by extension agreement 
with affiliated customer company for which no justification was offered. 
Working capital computed in accordance with Commission’s established 
practice, namely, one-eighth of the cash operating expenses, exclusive of 
income taxes and purchased gas, plus average materials and supplies on 
hand, including stored gas. Ohio Fuel Gas Co_- so tea eS 

Working capital consists of the cost of materials and supplies on hand, 
plus a cash allowance for expenses amounting to one-eighth (or 45 days) 
of the total annual expenses which require working capital. United Fuel 
Gas Co__.- +_. § FPO 

Proposed payment by Commonwealth to Petersburg and Hopewell 
Gas Co. by reason of Commonwealth selling gas direct to an industrial 
consumer does not represent any service to be performed and is not a 
proper or necessary business expense. Commonwealth Natural Gas 
Cae. 4 9 FPC 

“Depreciation and amortization of electric plant” is an operating cost 
to be deducted in obtaining operating income from operations or “earnings.”’ 
Niagare Pélig Fete C6: 8 2 oe ee EL A Si als 9 FPC 


See ACCOUNTS AND ACCOU NTING, . AMORTIZATION, 


A fair allowance for working capital ae in operations during 
any annual or lesser period is required. Niagara Falls Power Co.. 9 FPC 
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14 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTING—Continued 
4. Costr—Continued 
(d) General—Continued 


Rental payments by licensee for Pettebone-Cataract “water rights’ 
and International Paper Co. ‘‘water rights’’ disallowed on finding that 
licensee already holds said water rights under previously granted Federal 
license. Id 


See COST, 26. Water Rigats. 


(e) Inter-Company Contracts and Service Fees. 

A contract for exclusive construction and other services between the 
service company of a system and a public utility, both under common con- 
trol, involves one of the most obnoxious practices of the holding company 
device; and the Federal Power Commission, in determining the cost of a 
licensed project must closely scrutinize such control and the records under 
which it was made. Louisville Hydro-Electric Co--.......------- 1 FPC 

Where there is common control of the service company and the operating 
company, the two being virtually departments of the same system with 
the power arbitrarily to dictate construction and fix charges for services, 
the Commission must disregard the contract and demand evidence of the 
cost to the service company of the services rendered. Under the Federal 
Water Power Act, the allowable cost to the licensee for construction and 
other service can be no more than the cost of such service to the service 
company under common control with licensee. Jd_.........-.--------- 

Where there is common control it is not sufficient to show that the 
prices for services are no higher than obtainable elsewhere, but the burden 
is upon the licensee to show the actual cost to the service company. And 
having by intercorporate contract destroyed the open market, licensee 
cannot appeal to the standard of the open market by which to measure 
the value of the services rendered in a closed market. Furthermore, in 
determining the cost of services the market value of such services does not 
measure their cost within the meaning of the Federal Water Power Act. 
Where the majority interest imposes a monopolistic service contract on 
a licensee through system control, it has no right to complain that the 
minority shares in the alleged economies which result from such involun- 
tary servitude of the minority interests. Jd.___._.._-__--_-- 1 FPC 

Where the construction contract is executed as part consideration in 
the sale of capital stock of a company which subsequently becomes a 
licensee of the Federal Power Commission, the parties to the contract will 
be treated as dealing at arm’s length despite the absence of competitive 
bidding. Reasonable fees paid to the contractors are allowable under the 
circumstances. [lorida Power Co 

Construction contracts entered into between operating public utilities 
and a construction company are contracts between affiliated companies 
and not entered into at arm’s-length where the public utilities and the con- 
struction company are controlled by the same ultimate parent, through the 
latter’s control by the use of proxies, as well as by other means, of a ma- 
jority of the outstanding voting stock and control of officers and directors 
of the operating public utilities’ parent company and complete ownership 
of the construction company. It is well known, moreover, that corporate 
control may be exercised through the medium of direct ownership of con- 
siderably less than a majority of voting stock. St. Croix Falls Minnesota 
Improvement Co 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
4. Costr—Continued 
(e) Inter-Company Contracts and Service Fees—Continued 


The fees paid the construction company by the affiliated operating utili- 
ties clearly represented profit to the construction company and hence to the 
parent company. Had the operating utilities themselves done the con- 
struction involved, no profit thereon could have been recorded as cost of 
their electric plant. Intercompany profit is not a proper part of the cost 
of electric plant account of the operating utilities, but instead represents 
write-ups or inflation properly includible in Account 107. Jd. __.-_----- 

Services rendered licensees and public utilities by parent company and 
affiliated service companies should be at cost and all affiliated company 
profits should be removed from the plant accounts. Pacific Power & 
Light Gea 2a Fike. icadd 28rd. Sk See 2 ee 3 FPC 

Such profit to the affiliates should be allowed to remain tentatively in 
accounts pending future investigation at one time of the holding companies 
and affiliated service companies of the entite holding company system 
rather than be adjusted as each case arises. Jd__.____.___--_--.------ 

Profits on engineering and legal fees paid to an affiliated engineering and 
management company under common control, and interest on such profits 
(established in Account 100.1, electric plant in service), held not to be a 
proper part of cost of electric plant, but to represent write-ups or inflation 
properly includible in Account 107, electric plant adjustments. California 
Oregon Feew Cb..025.252 el eh A 08 2 Sao Sa a 3 FPC 

Fees paid by “public utility” to affiliated construction company which is 
nothing more than an incorporated system of accounting interposed by the 
parent for the purpose of exacting construction fees from supervised oper- 
ating companies, since they represent inter-company profits, are write-ups 
and not proper plant cost, and should be classified, pending disposition, in 
Account 107, in accordance with the provisions of the Uniform System of 
Accounts. Utah Power & Light Co_...-..2..-.--2---2-2-25 aan SEPO 

Fees paid to an affiliated construction company (Phoenix Utility Com- 
pany) representing profits to the latter company, do not represent cost 
to the accounting utility since Phoenix was nothing more than an incor- 
porated system of accounting interposed by the top holding company 
(Bond & Share) for the purpose of exacting construction fees from its 
improvised operating companies. Such fees representing intercompany 
profits should be classified in Account 107, electric plant adjustments. 
Western Colorate Peter C0. 204.5225. oA. See es 4 FPC 

There can be no increase in the actual legitimate cost of public utility 
properties in a transaction in which the transferor and the transferee 
in substance and effect, but not in form, are one and the same. Montana 
Powe? C6. 2 ni os acc ccstnsvcscascecdsn il SUR ee eee 4 FPC 

Where, in a series of reorganizations of predecessor companies, the 
statement of assets was increased at each step over the statement of 
the same assets on the books of each predecessor company, the increase 
being accomplished by an exchange of securities with ownership and 
direction remaining the same, and where the transactions were not at 
arm’s-length, cost to respondent can be no more than the aggregate of 
the cost to the predecessor companies. Jd_..........-...------------- 

In a transaction between wholly owned and controlled affiliates, no 
new cost can be created by the issuance and distribution among the old 
owners of additional securities without other consideration where no 
additional investment was made and no new plant was acquired. IJd___- 
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16 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
4. Cost—Continued 
(e) Inter-Company Contracts and Service Fees—Continued 

Transactions at less than arm’s-length do not result in an increase in 
actual legitimate cost of electric facilities. Id....._.._..-...------_---- 

Final consolidation (1913) of all predecessor interests into respondent 
by acquisition of stock held by its president (who had been director 
and largest stockholder in predecessor company), and by Butte Electric, 
in exchange for stock in respondent did not result in any increase in 
cost, there being no arm’s-length bargaining but a consolidation or pool- 
ing of iobermet aether Wine wo O6le.. TGs nc occ nine sacra dncwkendawcn 

Construction fees paid by respondent to affiliated construction com- 
pany, in absence of showing by respondent that it represented other 
than pure profit, should be classified in Account 107 as constituting 
aepocnied Guests GHA. ~~ 6s cance cd. da sid awenes Soe neg) cue cdvcss 

Where the bargaining is confined to the relative position of the respec- 
tive interests involved and there is not a cash or its equivalent consider- 
ation, to be paid for the properties by a bona fide purchaser, there is 
no party whose interest would be served by reduction in the nominal 
capitalization and the transaction is, therefore, not at arm’s-length. I[d_. 

See ACCOUNTS AND ACCOUNTING 4. Cost (a) Acquisition of 
Property. 

Excess of recorded cost to parent of power properties over cost so 
determined, and higher book cost on transfer to wholly owned subsidiary 
are write-ups which should be classified in Account 107. Jd__.._.--_--- 

Write-ups in plant accounts of respondent resulting from the various 
merger transactions, all of which were between affiliates, are properly 
CUanees 4th BOORENE TE. Wiis coeur scnesucn~ sess aewss -sdcwnmns 

In a consolidation of affiliated companies, amount which represents an 
excess of recorded amount (book value) over actual cost to the consoli- 
dated company of property transferred to it, is a write-up of plant account, 
which, pending disposition, should be classified in Account 107, electric 
plant adjustments. Utah Light and Traction Co_.-..-..-------- 4 FPC 

The write-up should be eliminated from plant account immediately by 
a charge to Account 271, earned surplus, the company having proposed 
TiO GENO UR OE GUOIINOD. PGs on i ookiee on Ceeeenro celd -seh sce adccee 

Stipulated amount of excess of recorded cost on the books of accounting 
public utility of properties acquired from wholly-owning parent and 
three wholly-owned subsidiaries thereof over the cash cost to parent 
company and top holding company which had complete domination over 
the other companies, does not represent cost but a ‘‘write-up’’ and should 
be classified in Account 107, electric plant adjustments, pending further 
disposition. Western Colorado Power Co-_----.-.---------------- 4 FPC 

Fees paid to an affiliated construction company (Phoenix Utility Com- 
pany) representing profits to the latter company, do not represent cost to 
the accounting utility since Phoenix was nothing more than an incor- 
porated system of accounting interposed by the top holding company 
(Bond and Share) for the purpose of exacting construction fees from its 
improvised operating companies. Such fees representing inter-company 
profits should be classified in Account 107, electric plant adjustments. 
The amounts representing operating deficit of acquired company, er- 
roneously capitalized, and construction fees paid to affiliate, should be 
disposed of by an immediate charge to Account 271, earned surplus. IJd- 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 
4. Cost—Continued 
(e) Inter-Company Contracts and Service Fees—Continued 


See COST, 1. Accounts anp AccounTING, 3. AFFILIATED COMPANY. 

Where corporation sells gas to its affiliate under cost contract by which 
seller will not be permitted to make a profit and is treated as a department 
of the buyer, rate schedule will be accepted for filing where it provides 
that any excess cash received by the seller will be paid back to the buyer 
and treated as a non-operating deduction by the seller and a non-operating 
income by the buyer. Canadian River Gas Co--_----.--...------ 5 FPC 

See ACCOUNTS AND ACCOUNTING. 5. Disposition or Account- 
ING, ADJUSTMENTS, (c) Jnter-Company Fees and Profits. 

(f) Preferred Stock Selling Expense. 

Preferred stock selling expense is properly includible in capital stock 
expense. Northwestern Blecivic Co... 2... cwccncwnncoccccue 2 FPC 

See COST, 13. Expmrnszs. 

A discount on preferred stock never reflected on company’s books should 
be transferred from Account 100.5, through Account 107, to Account 150, 
discount on capital stock. Pacific Power & Light Co--.---..--- 3 FPC 

Items representing expenses in connection with the sale of preferred 
stock, improperly included in Account 100.6, electric plant in process of 
reclassification, should be transferred, pending disposition, to Account 107. 
BGO TO OF BA Ce nc ceed enaceeueneenieedee 3 FPC 

See ACCOUNTS AND ACCOUNTING, 10.- RecuasstFicaTIon. 

Expenses of selling preferred stocks and bonds, claimed as organization 
expense, represents a financing cost and is disallowed because covered by 
the six percent allowed for the use of the licensee’s own funds. Alabama 
oS osessacontietiiGs. JeIMRL ds Bes. SAA 2 FPC 


5. Disposition or ACCOUNTING ADJUSTMENTS. 


(a) Excess Over Original Cost of Acquired Properties. 

Amounts in Account 100.5, electric plant acquisition adjustments, should 
either be charged off immediately as in the case of fictitious or paper in- 
ecrements (American Telephone and Telegraph Co. v. United States, 299 
U.S. 232, 240), or spread over a reasonable period of time, if proper public 
utility accounting practices are to prevail. St. Croix Falls Minnesota 
ERITOREINE CO 6 a5 in nrinccnccdswuesscancusaemeace ata 3 FPC 

In determining a reasonable period over which to amortize amounts 
properly includible in Account 100.5, consideration should be given, among 
other things, to the circumstances and facts appertaining to the acquisi- 
tion, the length of time the amounts have been on the books, previous 
disposition of, or provision for, any amounts entered therein, and the 
financial condition of the company. Jd_-_-_--- ete 

In view of the fact that the amount has been lodged it in the accounts for 
18 years, without provision for writing off in accordance with good ac- 
counting practices, an amortization period of 5 years, beginning with the 
yane 1065, TOC OREO FG sen oc cic. Zaeeitnscden eenanene 

The excess of corporate cost over original cost of acquired properties 
should be disposed of by amortization over five years by annual charges 
to Account 537, miscellaneous amortization. Id 

A credit acquisition adjustment arising from an excess of original cost 
over purchase price of acquired property included in Account 100.5, should 
be disposed of by crediting Account 250, reserve for depreciation of electric 
plant. Jd 
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18 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


5. Disposition oF AccounTING ADJUSTMENTs—Continued 
(a) Excess Over Original Cost of Acquired Properties—Continued 


Evidence in any event fully supports conclusion that the excess of pur- 
chase price, recorded in Account 100.5, electric plant acquisition adjust- 
ments, represents payment for intangibles and the disposition ordered is 
SURE NTA ONE Fe Bohan cen os tier odiviowiawetinesenegne 

An amount representing payment for intangibles in connection with 
acquisition of operating units or systems over and above original cost, 
classified in Account 100.5, electric plant acquisition adjustments, should 
be amortized by equal annual charges over a reasonable number of years. 
Pas POR Re TA C6 oaks ie tecnica ich <tlm aah 3 FPC 

In practice, tangible plant assets are generally depreciated, whereas in- 
tangible assets are amortized. Accordingly, amounts in Account 100.5, 
electric plant acquisition adjustments, should either be charged off imme- 
diately or spread over a reasonable period of time, if proper public utility 
accounting practices are to prevail. California Oregon Power Co_. 3 FPC 

Applicants’ original proposal, subsequently withdrawn, whereby excess 
of purchase price over original cost would have been charged to operating 
expenses and thus borne by the consumers, would have required abroga- 
tion of former order, pursuant to which excess over original cost classified 
in Account 100.5, electric plant acquisition adjustments, is being amortized 
as.an income deduction, inasmuch as, in such a bargain, although it be 
the result of protracted “‘arm’s-length” negotiations between buyer and 
seller, the rate-paying customer is not consulted and has no protection 
except through the vigilance of regulatory authorities. Virginia Electric 
CUE iar ie eng eee ee cae cds secvenanens 4 FPC 


See COST, 3. AFFILIATION AND ComMON CONTROL. 


Revised proposal by which excess over original cost created by merger 
will be immediately charged off and amortization against income above 
referred to continued, with other adjustments and an indicated rate re- 
duction of $300,000 per year, approved. Jd_......----.--------------- 

Account 100.5, electric plant acquisition adjustments, of the Commis- 
sion’s Uniform System of Accounts, is designed to include the difference 
between the amount paid and original cost where the accounting utility 
has purchased an operating system at arm’s-length for more or less than 
original cost.  Mlentgns Tel Cee nn ccc cimccindscddensscccces 4 FPC 

The excess over original cost held properly classifiable in Account 
100.5, electric plant acquisition adjustments, found to represent payments 
for elimination of threat of competition, rounding out of service areas and 
for prospective earnings, which had been in the accounts a considerable 
period of time, some of it as long as 42 years without any provision for 
amortization, does not represent payment for tangible property now in 
service. Such intangibles should not remain on respondent’s books, un- 
amortized and undiminished, indefinitely and were ordered amortized 
over a period of 15 years beginning in 1945 by annual charges to Account 
S07, ANCE IRONED, DG in nsinn des wien aisinesiesinteeenen 

Excess to recorded cost to parent of power properties over cost so 
determined, and higher book cost on transfer to wholly owned subsidiary 
are write-ups which should be classified in Account 107. Jd_.---------- 

Write-ups in plant accounts of respondent resulting from the various 
merger transactions, all of which were between affiliates, are properly 
classifiable in Account 107. Id 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTING—Continued 


5. Disposition or AccounTING ApJustMENTs—Continued 
(a) Excess Over Original Cost of Acquired Properties—Continued 


Accounting utility, having heretofore filed with the Commission its 
claimed actual legitimate original cost of its licensed projects, in excess 
of the original cost thereof as shown by its revised studies, allowed to 
establish a credit to the amount of such excess in Account 107, electric 
plant adjustments, pending Commission determination of the actual legiti- 
mate original cost of the projects. Western Colorado Power Co.. 4 FPC 

In a proceeding by public utility seeking approval of certain accounting 
entries disposing of amounts in plant acquisition adjustments (Account 
100.5) and plant adjustments (Account 107), Commission held that the 
company will be required to dispose of sum representing excess of system 
or arm’s-length cost over original cost at dates of acquisition included in 
Account 100.5 by charging part to “Reserve for possible adjustments of 
utility plant accounts and other balance sheet accounts,”’ and part to ‘‘Paid- 
in surplus.”’ Northern States Power Co_.-....--.--------------- 5 FPC 

Commission concludes that amount classifiable in account 100.5 repre- 
sents payment for general utility intangibles, particularly territory, fran- 
chises, and elimination of competition, something over and above original 
cost of physical properties. Arkansas Power & Light Co__.------ 8 FPC 

Commission dismisses contention that it lacks lawful authority to require 
amortization or charging off of intangibles. Commission requires the 
amortization amount of $5,176,613.91 classifiable.in account 100.5. Jd_- 


See ACCOUNTS AND ACCOUNTING, 1. Amortization. 
(b) General. 

On rehearing, a licensee cannot maintain that it had no opportunity to 
be heard on the question of whether it may be required to transfer dis- 
allowed items from project accounts to other accounts, for in previous hear- 
ings the issue presented was whether or not the items were properly 
included in the project accounts as actual legitimate original cost of the 
project, the determination of which involved disposition of these items, for, 
as a matter of accounting, if the items were not to be included in actual 
legitimate original cost, they should be charged to surplus or surplus 
reserve accounts. Upon this question the company had a full hearing. 
Northern, Bintes’ Pe g6t, Cee 4c nc aetitnkioul qdihnans beeen 2 FPC 

The sum disallowed as part of the “‘actual legitimate original cost’ of 
project may not remain as part of “original cost’’ of the plant as defined in 
the Commission’s Uniform System of Accounts, but must be charged off to 
Earned Surplus prior to consummation of the merger. Pacific Power & 
Light Company and Inland Power and Light Co._......---------- 2 FPC 

See COST, 2. Actuat Leaitmmate OriGInaL Cost. 


Improper charges to plant account representing items which should have 
been charged to maintenance at the time they were incurred should be 
removed from plant account, Account 107, electric plant adjustments, and 
disposed therefrom by a charge to earned surplus. Superior Water, Light 
@ Powe Cen. acs cccsanscassccsssccsstenda seen ee Be 3 FPC 


See ACCOUNTS AND ACCOUNTING, 4. Cost, (b) Bond Discount 
and Expense. 
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20 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


5. DIsPosITION OF ACCOUNTING ADJUSTMENTS—Continued 
(b) General—Continued 


Contributions by consumers in aid of construction, erroneously treated as 
a reduction of cost of construction, should be restored to plant account, 
established as a credit in Account 107, electric plant adjustments, and dis- 
posed therefrom by transfer to Account 265, contributions in aid of con- 
CUM. Secon cee es Scet tae tues ener eee eee sae eae 
Rate investigation costs and charter expenses incurred by accounting 
utility, improperly charged to its plant Account 100.6, should be classified 
in Account 107, pending disposition. Minnesota Power & Light Co. 3 FPC 
Where accounting utility acquired the property of its subsidiary by 
assuming its indebtedness, capitalization of operating deficit of latter 
company was erroneous and such amount should be classified in Account 
107, pending disposition. Western Colorado Power Co__-----_------ 4 FPC 
The amounts representing operating deficit of acquired company, er- 
roneously capitalized, and construction fees paid to affiliate, should be 
disposed of by an immediate charge to Account 271, earned surplus. 


See ACCOUNTS AND ACCOUNTING, 10. Rec.assiFicaTION, 


Amount in excess of actual legitimate cost to predecessor paid in acquisi- 
tion of an electric company for utility plant is properly classifiable in 
Account 108.17, common utility plant adjustments, where it applies 
to several utility departments. Montana Power Co--_--.------ 4 FPC 

A stock discount improperly charged to predecessor’s plant account 
where the proceeds of the sale of stock were used to acquire utility properties 
in several utility departments should be classified in Account 108.17, com- 
won wileey pene Benne. “TELS. 2. 2 Soe oe 2 ere A 

A portion of amounts in Account 108.17, representing write-ups, which, 
in each main instance, were recorded as an offset to balance the face 
amounts of common stock issues, should be absorbed by the common stock 
equity and ordered charged to capital surplus account, if one is created 
for that purpose, otherwise to the earned surplus account. Jd________-- 

Excess over depreciated book cost paid by Arizona Edison to California 
Electric Power Co. is properly classifiable in account 100.5, electric plant 
acquisition adjustments, pending final disposition, and then to be disposed 
of by charge of that amount to account 271, earned surplus. Arizona 
Bdison Goes SP 8 Ee ceeds 9 FPC 

It is proper and desirable in public interest to provide by order that 
amount paid by Arizona Edison to California Electric in excess of actual 
depreciated cost of properties as of April 1, 1948, be written off to earned 
PUNE. 26. non nes - SE SODLE Le etd Cub estd eu sucaredsies 

Since record contains no adequate explanation of excess payment for 
local distribution facilities acquired by respondent, public interest requires, 
as a condition to retention of the properties, that excess be amortized out 
of income over period not to exceed 5 years to account 537, miscellaneous 
amortization. Pennsylvania Electric Co........--.------------ 9 FPC 


See ACCOUNTS AND ACCOUNTING, 1. Amortization. 
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ACCOUNTS AND ACCOUNTIN G—Continued 


5. DisposiTion oF ACCOUNTING ADJUSTMENTsS—Continued 
(b) General—Continued 


The cost of getting rid of uneconomic debt is properly chargeable against 
surplus as of the time it occurs. United Fuel Gas Co__..------ 12 FPC 


See RATE BASE, 6. PLAnrt. 

(c) Inter-Company Fees and Profits. 

The amounts recorded in Account 107 for items representing fees paid the 
construction company by the affiliated operating companies, being clearly 
profit to the construction company and hence to the parent, should be dis- 
posed of by an immediate charge-off to the earned surplus accounts of the 
respective companies. St. Croix Falls Minnesota Improvement Co. 3 FPC 

Fees paid by accounting utilities to a management company under 
common control for engineering and supervision services in connection 
with the acquisition of property, where there is no evidence any services 
were in fact rendered, should be removed from Account 100.5, electric plant 
acquisition adjustments, by a charge to Account 271, earned surplus. 
Where corporation sells gas to its affiliate under cost contract by which 
seller will not be permitted to make a profit and is treated as a department 
of the buyer, rate schedule will be accepted for filing where it provides that 
any excess cash received by the seller will be paid back to the buyer and 
treated as a non-operating deduction by the seller and a non-operating 
income by the buyer. Canadian River Gas Co____-_---_--------- 5 FPC 

See COST, 3. AFFILIATION AND Common Controt, ACCOUNTS AND 

ACCOUNTING, 4. Cost, (e) Inter-Company Contracts and Service Fees 


(d) Interest During Construction. 

Nothing in electric plant instruction 2-B of the system of accounts 
sanctions the restatement of interest during construction. Northwestern 
ebCiNG IO oases. oi See ke SMR Sees dais 2 FPC 

Interest during construction where no plant was constructed but the 
plant was already in operation on acquisition should not have been capi- 
talized. It was ordered removed from Account 100.5 by a charge to earned 
surplus. St. Croix Falls Minnesota Improvement Co_--_---------- 3 FPC 

Funds used in construction of project are to be treated as licensee’s own 
funds and a reasonable rate of interest allowed thereon where, because of 
the intermingling of funds from all sources, it is impossible to segregate 
and identify the exact source of project construction funds. Pennsylvania 
Power @ Tie C6. 205. . aiid. Soe a thilancidne-ab deems 3 FPC 

Interest at the rate of 6 percent on construction expenditures allowed 
O8 TOMGRRUEE. 116 032i 5... ie 7h o ards «adda > Steels Gene 

Discount on bonds issued to pay interest on bonds previously issued by 
predecessor company cannot be allowed as interest during construction. 
Niageva: Polite! Fewer G6. 2 sii ote. ba cceiasedeeucsaenis mega 3 FPC 

Since none of licensee’s permanent financing could be specifically ‘‘ear- 
marked” as applicable to this project only, 6 percent determined to be a 
reasonable rate for use of licensee’s own funds during construction. Puget 
Sound Powerend Light C6 aia in iis sercsiswasndidn suicwaeiennnarieei 3 FPC 

An additional amount for interest during construction allowed on engi- 
neering expenses previously disallowed but approved on rehearing. Penn- 
sylvania Power & Light Co 
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22 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTING—Continued 


5. Disposrrion or Accountinc ApJustMENTs—Continued 
(d) Interest During Construction—Continued 


Interest cost in connection with financing acquisition of a power plant 
should be reduced by the amount of earnings from operation of such plant 
during preconstruction period and said amount established in Account 107. 
Indiana Hydro-Electric Power Co.._..--...-._-_--------------- 3 FPC 

Interest at the rate of 7% per annum was allowed on construction funds 
obtained through preferred stock issues and notes and loans payable where 
such funds were not ear-marked for construction of plant but were com- 
mingled with other company funds. Jd__.____........---.------------ 

See COST, 5. Construction Cost, 15. InrErEst, RATE BASE, 5. 
InTtEREst Durine CoNnsTRUCTION. 

(e) Retirements. 

An estimate of unrecorded retirements prior to 1908, subsequently writ- 
ten off against either the reserve account or surplus, found inadequate to 
an extent equal to or greater than the subsequent overretirements now 
sought to be restored to public utility’s plant accounts. Such subsequent 
overretirements held to be offset by prior underretirements and should 
not be included in Account 100.1. Superior Water, Light & Power 
Ri eta ces atc mtn ee Race ea bee om aee ca tiers mcs 3 FPC 

An amount representing overretirement of transportation equipment 
should be restored in Account 100.1, electric plant in service and the credit 
in Account 107 should be disposed of by transfer to Account 250, reserve 
for depreciation. Superior Water, Light & Power Co___----..._. 3 FPC 

Certain unrecorded retirements offset by an overretirement, resulting in 
net unrecorded adjustments and retirements, removed from plant account, 
established in Account 107, electric plant adjustments, and disposed there- 
from by a charge to Account 250, reserve for depreciation. Jd_..__----- 

An under-retirement representing retirement of certain gas, water and 
railway properties at less than book cost, should be corrected by transfer 
from Account 250, reserve for depreciation, to Account 271, earned sur- 
plus, as in effect a loss on sale of non-electric properties for which no 
provision existed in depreciation reserve. Pacific Power & Light 
66. co SeUt Sn 26 EL a i AG SR eS A 3 FPC 

An estimate of unrecorded retirements prior to 1908, subsequently writ- 
ten off against either the reserve account or surplus, found inadequate to 
an extent equal to or greater than the subsequent overretirements now 
sought to be restored to public utility’s plant accounts. Such subsequent 
overretirements held to be offset by prior underretirements and should not 
be included in Account 100.1. Superior Water, Light & Power 
COiccalde LE in hb ASAT SAO Did aA EL itd on biol dees Slat Slat Gael 3 FPC 

Fees paid by “public utility” to affiliated construction company which is 
nothing more than an incorporated system of accounting interposed by the 
parent for the purpose of exacting construction fees from supervised oper- 
ating companies, since they represent inter-company profits, are write-ups 
and not proper plant cost, and should be classified, pending disposition, in 

Account 107, in accordance with the provisions of the Uniform System of 
Accounts. Utah Power & Light Co_..-..-------------------- 3 FPC 
An amount which respondent is unable to associate with property still 
in existence and apparently representing unrecorded retirements, classi- 
fied in Account 107 pending disposition to the depreciation reserve. 
NR FONE 1 CO asc nc bc ech daisbene si cestacsacccancces 
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INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


5. Disposition or AccounTING ApJusTMENTs—Continued 
(e) Retirements—Continued 


Stipulated amount of excess of recorded cost on the books of account- 
ing public utility of properties acquired from wholly-owning parent and 
three wholly-owned subsidiaries thereof over the cash cost to parent 
company and top holding company which had complete domination over 
the other companies, does not represent cost but a “write-up’”’ and should 
be classified in Account 107, electric plant adjustments, pending further 
disposition. Western Colorado Power Co__-........------------- 4 FPC 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or Account- 
ING ApJusTMENTS. (f) Write-ups and Miscellaneous Items. 


(f) Write-ups and Miscellaneous Items. 


An immediate charge to earned surplus of write-up, represented by 
common stock issued for no consideration, while entirely proper so far as 
accounting principles are concerned, would have caused a large deficit in 
the surplus account, to the consequent detriment of preferred stockholders. 
No other plan being suggested by Northwestern, the Commission, approved 
a charge, or series of charges, to earned surplus over a period of years. 
Ct Nethwatets Tetris Cani.0 teh a aS ss... BS FFC 

Disposal of a fictitious write-up of common stock, classified in Account 
107, by a charge to earned surplus over a period of years does not violate 
the 5th Amendment to the Constitution by depriving the company or its 
security holders of property without due process of law or by taking prop- 
erty without just compensation. Jd__._..........-.----------- Reus 

Common stock issued at organization found to have been issued by pro- 
moters to themselves wholly without consideration and the resultant charge 
to electric plant accounts is a write-up of a plant account properly classi- 
fiable in Account 107 as not representing a valid cost of property and should 
be charged immediately to Account 271, earned surplus. Superior Water, 
Light @ Puaew Geis SK a I. 3 FPC 

Write-up representing excess over actual cost to parent company of prop- 
erties transferred by it to wholly owned and controlled subsidiary in transac- 
tion characterized by complete absence of arm’s length bargaining and inde- 
pendence of judgment, does not represent a valid cost of property and is 
properly classifiable in Account 107, and should be expunged immediately, 
part of the write-up disposed of by a charge to a special reserve previously 
ordered (2 F.P.C. 508) to be set up and the balance directed to be charged 
to earned surplus. Pacific Power & Light Co____....---------- 3 FPC 

The Commission approved, as in accord with correct principles of ac- 
counting, a plan of disposition of items in Account 107, depending, in part, 
upon the creation of a capital surplus through a capital contribution by an 
affiliated company and an immediate charge thereto (Account 271), except 
for an item representing excess of acquisition cost over original cost of a 
water system to be charged to water plant Account 108.5. California 
Qregep PettniGesi. took uses US Jee Gk gibi a de 3 FPC 

No plan of disposition of the remaining amount in Account 107 having 
been proposed by the “‘public utility ” it was ordered disposed of by a charge 
to the capital surplus to be created as stated, if created by May 15, 1943, 
otherwise to Account 271, earned surplus. Id 
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24 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


5. Disposition or AccounTING ADJUSTMENTS—Continued 
(f) Write-ups and Miscellaneous Items—Continued 


Dividends received by holding company from certain subsidiary com- 
panies in excess of their net income represents the return of capital and 
should be credited to investment, and not to income account of parent 
company. Minnesota Power & Light Co 

Interest received by parent company from subsidiary which had accrued 
on note of subsidiary prior to its acquisition by the parent company, should 
be credited to investment and not to income account of parent company. 


To the extent that the aggregate amount and par value of securities 
issued to parent company in exchange for property was in excess of the 
book cost to the parent company of the properties transferred, the trans- 
actions resulted in a ‘“‘write-up’’ of plant account on the books of the 
acquiring company. IJd_- oe ‘ Pia ntaze eaeiad 

An arbitrary charge to plant account (offset by a credit to a Reserve for 
Contingencies) upon the transfer of properties from parent to its subsid- 
iary, the accounting ‘‘public utility,’ is a write-up of plant account. IJd_-_- 

The total amount of inflation on the books of subsidiary, the accounting 
“public utility,” resulting from inter-company transactions accompanied by 
a complete absence of arm’s length bargaining, in which property ac- 
counts were inflated on the books of parent company and again on trans- 
fer to subsidiary, should not be classified in Account 100.5, electric plant 
acquisition adjustments, on the theory that it represents actual bona fide 
cost, but should be classified in Account 107, electric plant adjustments, as 
a write-up, pending disposition in accordance with the requirements of the 
Commission’s Uniform System of Accounts. 

The amount of the write-up representing bond discount and expense on 
bonds delivered to parent company on acquisition of properties, although 
a proper charge to surplus since the bonds were refunded in 1928, was dis- 
posed of by an immediate charge-off of part to Account 271, earned surplus, 
with transfer of the balance to Account 140, unamortized debt discount, 
from which account it was directed to be amortized over a period not to 
exceed 100 months from June 30, 1942, the remaining original life of the 
refunded bonds, by equal monthly charges to Account 531, amortization 
of debt discount and expenses, provided that amortization might be accel- 
erated by charges to Account 414, miscellaneous debits to surplus. Jd__- 

A public utility cannot complain that it did not have notice of and a fair 
hearing as to the disposition of certain challenged accounting items when it 
is clearly shown that the company fully understood prior to the hearing that 
the question of disposition was an issue, and was given every opportunity 
to submit evidence, to cross-examine the Commission’s witnesses and to 
present argument on the subject. Northwestern Electric Co____- . 2 FPC 

The fictitious write-up of common stock erroneously included in ‘‘Elec- 
tric Plant in Service” should be included in Account 107. Id 

In disposing of a write-up represented by common stock issued for no 
consideration, it is in the interest of consumers, investors and the public 
to require that all net income above preferred stock dividends requirements 
be applied to the disposition of the amounts of the write-up ordered to be 
transferred to Account 107 of the Commission’s Uniform System of 
Accounts. This disposition, assuming adequate earnings, is equivalent 
to the holders of the common stock paying a consideration therefor equal to 
its alleged value. 













INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


5. DisposiTIon oF AccoUNTING ADJUSTMENTS—Continued 
(f) Write-ups and Miscellaneous Items—Continued 


Tn a consolidation of affiliated companies, amount which represents an 
excess of recorded amount (book value) over actual cost to the consoli- 
dated company of property transferred to it, is a write-up of plant ac- 
count, which, pending disposition, should be classified in Account 107, 
electric plant adjustments. Utah Light and Traction Co___-_----- 4 FPC 

The write-up should be eliminated from plant account immediately by 
a charge to Account 271, earned surplus, the company having proposed 
no other. pian Of CHMOIOR: .. BOiadesds dis <dentotasineasendemeausie eas 

The difference between the recorded cost of other acquired property 
and a lower stipulated actual cost clearly represents a “write-up” since 
it does not represent any cost to the accounting utility. Western Colorado 
POE CB noticia nine ancicca pagan een Bele i eee teal 4 FPC 

Stipulated amount of excess of recorded cost on the books of account- 
ing public utility of properties acquired from wholly-owning parent and 
three wholly-owned subsidiaries thereof over the cash cost to parent 
companv and top holding company which had complete domination over 
the other companies, does not represent cost but a “‘write-up’’ and should 
be classified in Account 107, electric plant adjustments, pending further 
disposition. Jd__ eal ee — iu 

The ‘write-up’ referred to above should be dispose .d of by an im- 
mediate charge to Account 271, earned surplus, or Account 270, capital 
surplus, provided the latter is properly created for such purpose. Jd_-_-_--- 

Accounting utility, having heretofore filed with the Commission its 
claimed actual legitimate original cost of its licensed projects, in excess 
of the original cost thereof as shown by its revised studies, allowed to 
establish a credit to the amount of such excess in Account 107, electric 
plant adjustments, pending Commission determination of the actual 
legitimate original cost of the projects. /d ‘ aera 

Account 107, electric plant adjustments, is designed especially to in- 
clude all write-ups, inflation, ‘‘water,”’ and other fictitious amounts which 
have found their way into the books of accounts. Montana Power 
ds ciceanteaes eatengeramecetacty eave acaeee 4 FPC 

Excess of recorded cost to parent of power properties over cost so de- 
termined, and higher book cost on transfer to wholly owned subsidiary are 
write-ups which should be classified in Account 107. Jd_-____--_---- —* 

Write-ups in plant accounts of respondent resulting from the various 
merger transactions all of which were between affiliates, are properly 
Gea Tl NOG TUE oP eee de rank an senettedannae 

An amount which respondent is unable to associate with property still 
in existence and apparently representing unrecorded retirements, classi- 
fied in Account 107 pending disposition to the depreciation reserve. I[d_- 

Amounts credited to plant accounts of predecessors in lieu of depre- 
ciation should be reinstated in plant accounts and credited to Account 
107, pending disposition to depreciation reserve. Jd i 

A portion of amounts in Accounts 107 and 108.17, repre senting ¥ write- 
ups, which, in each main instance, were recorded as an offset to balance 
the face amounts of common stock issues, should be absorbed by the 
common stock equity and ordered charged to capital surplus account, if one 
is created for that purpose, otherwise to the earned surplus account. IJd- 
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26 INDEX-DIGEST 


ACCOUNTS AND ACCOUNTIN G—Continued 


5. Disposition or AccounTING ADJUsTMENTsS—Continued 
(f) Write-ups and Miscellaneous Items—Continued 


The balance of accounting subsidiary company’s ‘“‘Contingency Reserve’’ 
created by a charge to plant, should be disposed of by a charge in that 
amount to its ‘‘Contingency Reserve,” thereby extinguishing the latter. 
Minnesota Power & Light Co 

The amount of the write-up representing discount on preferred stock 
delivered by accounting “public utility’ to its parent company as a part 
of the consideration for assets transferred, should be transferred to Ac- 
count 150, discount on capital stock, and thereafter accounted for as pro- 
vided by the Uniform System of Accounts. 

Amount representing expenses incurred on sale of preferred stock deliv- 
ered to parent company, ordered disposed of from Account 107 by a charge 
to Account 151, capital stock expense, and thereafter accounted for as 
provided in the Uniform System of Accounts. 

Inflation recorded in plant accounts which arose in connection with secu- 
rity issues by respondent to its company’s parent ordered disposed of by 
a charge to earned surplus, with a condition that the company might 
charge a portion to a capital surplus created for such a purpose, leaving 
in earned surplus a balance equivalent to the requirements for one year’s 
preferred stock dividends, instead of making a charge to the common stock 
or capital surplus account which would amount to compulsory reduction 
in the book or stated value of the stock without compliance with law, and in 
case of charge to capital surplus, would create a “capital surplus ‘deficit’ ”’ 
at the same time with an earned surplus smaller than the “capital surplus 
deficit.”’ Section 305(a) of the Federal Power Act makes it unlawful for 
any officer or director of a “public utility’ ‘“‘to participate in the making 
or paying of any dividends of such public utility from any funds properly 
included in capital account.” 

Amount charged to plant account as an offset to stock issued is a fiction 
where respondent did not, on the record, acquire electric plant in exchange 
for the stock so issued and should be established in Account 107, electric 
plant adjustments, for disposition as indicated. Indiana Hydro-Electric 
Power Co 

An inter-company write-up resulting from the acquisition in 1924 from an 
affiliated company of a hydro-plant and water rights is properly reclassi- 
fiable in Account 107. 

Plan of respondent to dispose of the amount classifiable in Account 107 
by writing off against a capital surplus of $2,625,000 to be created by a 
reduction in the common stock of a like amount, subject to the approval of 
the common stockholders, and against available earned surplus, and amor- 
tization of the balance at the rate of 1.75 percent a year, the Federal income 
tax depreciation rate, is not acceptable in that it would defer over a long 
period of years amounts which should be removed from the accounts at 
once. Balance of $3,692,780.79 in Account 107 directed to be disposed of at 
once by charge to earned surplus, or in lieu thereof, by charge to a capital 
surplus created for the purpose. 
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ACCOUNTS AND ACCOUNTIN G—Continued 


5. Disposition oF AccouNTING ADJUSTMENTS—Continued 
(f) Write-ups and Miscellaneous Items—Continued 


Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to submit 
other plans for disposition within thirty days, which will be permitted in 
lieu thereof, if found by the Commission to be consistent with sound princi- 
ples of accounting. Failure to propose a satisfactory alternative plan for 
the disposition of the amounts classified in Accounts 100.5 and 107 will 
justify ordering amounts disposed of as set forth in order entered. Mis- 
sissippi Power & Light Co 

Transfers of properties between subsidiaries in the same holding com- 
pany system, recorded on books of ‘‘public utility’ at excesses over bona 
fide cost to the affiliated transferors, cannot be regarded as other than 
write-ups and should be classified in Account 107 until disposed of in such 
manner as the Commission shall direct. Utah Power & Light Co._. 3 FPC 

Amounts representing write-ups and other improper charges, classified in 
Account 107, should, in accordance with sound principles of accounting, 
be eliminated by a charge to earned surplus, or, by a charge to capital sur- 
plus, if a capital surplus is created for the purpose through the reduction 
or retirement of common stock or in some other appropriate manner. 


Commission finds that of stipulated exeess over original cost, $6,247,- 
200.04, amount of $1,070,586.13 does not represent actual cost, but con- 
sists of write-ups to plant account arising in affiliated company trans- 
actions, which write-ups are classified in account 107, Electric Plant 
Adjustments; the balance, $5,176,613.91, Commission finds, is classifiable 
in account 100.5, Electric Plant Acquisition Adjustments. Arkansas 
Power & Light Co 8 FPC 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or Accounr- 
ING ADJUSTMENTS, (e) Retirements. 

6. EvIDENCE. 

Valuation evidence relating to earnings available for capital stock, to 
estimated cost of reproduction of properties and business as of various dates 
over a period of years, schedules of residential electric rates, and stock 
quotations, held entirely irrelevant and immaterial to the issue of the re- 
hearing, viz, the presentation of a plan of disposition of the previously 
determined $3,500,000 write-up. Northwestern Electric Co 

Cost, not value, is the fundamental basis of accounting for public utility 
plant. Jd 

Offer of proof as to present value of property is not germane to inquiry 
seeking to determine cost, and such alleged values, even if they exist, do 
not alter the fact that write-ups do not constitute assets or valid cost. 
Utah Power & Light Co 

Proffered evidence of reproduction cost of property rejected as irrelevant 
and immaterial. Western Colorado Power Co 

Where cost of utility plant to predecessor companies is determinable 
from the books and records of predecessor companies, evidence of value 
is wholly immaterial to the determination of that cost. Montana Power 
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ACCOUNTS AND ACCOUNTIN G—Continued 
6. Evipence—Continued 


Uniform System of Accounts is rooted squarely in the cost concept and 
Commission has rejected evidence, at previous hearing, of company 
witnesses who espoused the view that assets should be recorded on the 
books of account at figures in excess of cost where assets were transferred 
at higher “‘values’’ to nominally distinct corporations, no matter how closely 
such corporate entities might be related, dominated, or controlled. The 
Montana Commission, however, sitting concurrently, relied heavily on 
eueh: “wales” SemNet casi gendn-edeonaels <ahenseunileshen 

Evidence constituting a method of arriving at cost should have been 
presented as part of Natural’s case-in-chief and not as rebuttal testimony. 
Satara. Cine FA Ns, hi os Sipe sti dens Ja<ebeattncin dedwan 17 FPC 

Intervener is not precluded from contesting, in the instant proceeding, 
applicant’s showing as to gas reserves because (1) this evidence does not 
constitute a collateral attack on a previous administrative determination, 
(2) res judicata does not operate here, and (3) intervener is not estopped 
because this evidence was not introduced in the prior proceeding. Texas 


TIGSOT A, PONG, COCO in ic 6 cds kisim seeaiws Deanne ee 17 FPC 
Evidence relating to the field price paid after the end of the test period 
ruled admissible. Panhandle Eastern Pipe Line Co__--.------- 17 FPC 


Evidence relating to issue previously decided in a declaratory order in 
another case, adversely to petitioner’s contention here, ruled admissible 
in this particular case. Michigan Wisconsin Pipe Line Co--_---- 17 FPC 

The law does not require that a staff witness submit a recommendation 
of what he considers to be a reasonable rate of return. Olin Gas Trans- 
RESTOR I os en sae cadet cen tate specs EMITS Shs hii tested oakids 17 FPC 

There is no provision in the Commission’s Rules of Practice and Pro- 
cedure which authorizes the incorporation of additional evidence in the 
record subsequent to the close of the hearing, under the precise conditions 
involved here. Tennessee Gas Transmission Co__.------------ 18 FPC 

Staff’s objection to the exhibit goes to the weight to be accorded such 
exhibit rather than to its admissibility into evidence. American Louisiana 
RY SIE acto nncee uaa oe gin eaten eee mun diena een 18 FPC 

Intervener is not allowed to make an affirmative case in support of its 
intervention in a negative manner through cross-examination of applicant’s 
witnesses rather than directly through its own witnesses. Id 

See PRACTICE AND PROCEDURE, 5. EvipEnce. 


7. JURISDICTION. 


The Federal Power Commission’s order requiring transfer of certain 
items from the project accounts to other accounts is not invalid because a 
State commission may arrive at different conclusions in respect to the 
accounting disposition of the items in question, nor would the licensee be 
rendered unable to comply with the orders of a State commission. Northern 
RO fos cncilereten Ace Mien in eins S facie aie 2 FPC 

While the Federal Power Commission’s Uniform System of Accounts 
may not preclude accounting regulation by the States, that does not mean 
that any State regulation may be imposed to the exclusion of the Commis- 
sion’s. 
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ACCOUNTS AND ACCOUNTIN G—Continued 
7. Jurispicrion—Continued 


The provision of section 301(a), providing that “nothing in this Act 
shall relieve any public utility from keeping any accounts, memorandum, 
or records which such public utility may be required to keep by or under 
authority of the laws of any State’’ only means that, under the Federal 
Power Act, the licensee does not, by virtue of being subject to the Power 
Commission’s regulation, become immune from accounting regulation 
by a State commission, and there is no reason why the licensee may not 
comply with a State regulation requiring that additional accounts be set 
QR) BOs sc cseccesewseccecescccdsadsscccdscscssssesers ht eS 

The Commission has authority under the Federal Power Act to require 
a public utility subject to its regulation to keep general corporate and other 
fundamental accounts and records covering its entire electric utility busi- 
ness in conformity with the provisions of the uniform system of accounts 
prescribed by it for public utilities and licensees. It would be imprac- 
ticable for a Federal agency to limit accounting requirements to the inter- 
state portion of a public utility’s business when it is also engaged in intra- 


Page 


168 


state business. Northwestern Electric Co__.___...-.-.-------- 2 FPC 331, 332 


Section 201(a) of the Federal Power Act is only a declaration of policy 
and does not supplant express regulatory provisions of the Federal Power 
Act, or any regulations thereunder, such as those in reference to a uniform 
system of accounts, merely because similar regulation may be exercised 
by the States. Hartford Electric Light Co.___...---------------- 2 FPC 

Sections 301(a) and 208(b) of the Federal Power Act are express statu- 
tory authority for Order No. 42 prescribing the Commission’s Uniform 
System of Accounts for Public Utilities and the subsequent orders requir- 
ing the filing of data and information relative to original cost of public 


363 


utilities’ plant facilities. Id 363, 364 


Where an electric utility engages in sales of electric energy going out of 
the State and sales of energy staying within the State, section 301(a) of the 
Federal Power Act contemplates that the Federal Government and State 
Governments may each enforce observance of such accounting procedures 
as are requisite to the functions of each. Jd_-_-.------------------- 

As company owns and operates facilities both for the transmission and 
sale at wholesale of electric energy in interstate commerce, it is a public 
utility subject to the jurisdiction of the Commission and is not exempt under 
section 318 of the Federal Power Act from Commission’s accounting require- 
ments because of the provisions of section 6(a) of the Public Utility Holding 
Company Act or because of the accounting requirements of the Securities 
and Exchange Commission under section 15(a) of the Holding Com- 
pany Act applicable to holding companies and their subsidiaries as there is 
no conflict or jurisdiction in the applicability of the systems of accounts of 
the two commissions. Superior Water, Light & Power Co_------- . 3FPC 

Contention that proviso clause of section 301(a) of Federal Power Act 
vests exclusive jurisdiction over respondent’s general corporate accounts 
in Arkansas commission and that proviso would be meaningless if not con- 
strued in this manner, rejected. Commission must require that accounts 
kept pursuant to its orders be fundamental or basic corporate accounts 
and not mere memorandum accounts. Regulation prescribed by Federal 
authority is paramount. Arkansas Power & Light Co_---------- 8 FPC 

See ACCOUNTS AND ACCOUNTING, 2. Aurnority To REGuLatE, 
11. Untrorm System or Accounts; JURISDICTION. 3. Exemption. 
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ACCOUNTS AND ACCOUNTIN G—Continued 
8. OrpER To SHow Cause. 


Respondent’s failure to deny recitals in order to show cause in its re- 
sponse is an admission of the truth of the recitals. Mississippi Power & 
Light Co 

Respondent’s request for additional time to make revised reclassification 
and original cost studies denied in the absence of a showing that it has, in 
good faith, made a reasonable effort to comply with the Uniform System of 
Accounts, and, without fault upon its part, is unable to complete its com- 
pliance and, at the earliest opportunity, requested additional time within 
which to comply. Id 

Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to submit 
other plans for disposition within thirty days, which will be permitted in 
lieu thereof, if found by the Commission to be consistent with sound prin- 
ciples of accounting. Failure to propose a satisfactory alternative plan 
for the disposition of the amounts classified in Accounts 100.5 and 107 will 
justify ordering amounts disposed of as set forth in order entered. Jd_ ~~ 

See PRACTICE AND PROCEDURE, 11. Ornpzr To SHow Causs. 

9. PoLiticaL AND LEGISLATIVE ACTIVITY. 


The Federal Power Commission disapproves and condemns as disregard- 
ing the fundamentals of good accounting and violating the uniform system 
of accounts prescribed by the Federal Power Commission, the following 
expenditures of certain of the public utilities under investigation which 
were charged to operating expenses: Northwestern Electric Co.... 2 FPC 

(a) The subsidizing of “front” organizations to campaign and 
promote political and legislative activities favorable to the utili- 
ties. 

(b) The repayment of aloan made by a committee of employees 
of said public utilities for such political activities. 

(c) Salaries of regular employees of the public utilities who devoted 
their time in conducting a systematic house-to-house bell-ringing 
campaign devoted to political issues, without substitutes for their 
regular work. 

(d) Payments to former opponents of the public utilities subse- 
quently hired by such utilities. 

(e) Payments made directly or indirectly through purported civic 
association financed by such utilities to prominent citizens purporting 
to act for unbiased civic organizations. 

(f) Payments to dominated publications; and payments to the 
Press and Radio constituting indirect subsidies to organs of public 
opinion. 

(g) The cost of contesting solely for the benefit of stockholders a 
PUD condemnation suit. JId@_2-2022...2-.--.22-5-- oie 

The Commission will issue orders deemed requisite in connection with 
accounting entries disclosed by the record covering expenditures for politi- 
cal, legislative, and other purposes; and also promulgate such regulations 
relating thereto as may be done within the limits of the statutory authority 
of the Commission. 
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ACCOUNTS AND ACCOUNTIN G—Continued 
10. RECLASSIFICATION. 


The reclassification of accounts required by electric plant instruction 
2—D of the Commission’s system of accounts requires a reclassification of 
cost as recorded and not a reaccounting of past expenditures. North- 
WONT TE Cie pes crntinn cpt eg eatert BL spa cet tan hel wetted eee 2 FPC 

Accounting records must not be impeached because of a change in the 
subsequent conception by the accounting officials of the company as to 
what constituted cost for a prior period. Jd__ ___- sien crhdnaietemaniaiince ud 

Where a company has adopted a deliberate policy of not charging to 
capital all chargeable interest during construction, which policy represented 
the exercise of proper accounting discretion at the time, and was not an 
“accounting error,’”’ and now seeks to add such additional amounts to 
recorded cost by reaccounting, the proposed reaccounting not only does 
violence to the intent and purpose of the system of accounts, but is directly 
contrary to sound regulatory procedure. If the accounts could be restated 


The cost of any utility plant is the resultant of the allowable accounting 
discretion of the utility as exercised within the limits permitted by the 
system of accounts, but the utility having exercised such allowable discre- 
tion is thereafter bound by the cost resulting therefrom. Jd___________- 

Estimated carrying charges on working capital should be not capitalized. 
FE. pina Cee Pe es Pee Be ee ae 

The cost of all production and general facilities used jointly by the steam 
heating and electric departments of a public utility should not be charged 
to “Electric Plant in Service” but should be entered in the detailed plant 
account “Other Utility Plant (Common).” Jd_._._.......-..---.---- 

Debt discount and expense incurred by parent company controlling 
transferee in selling the transferee’s bonds is not to be treated as the cost 
to the transferee of acquiring from said parent company the stock of Li- 
censee, but may be charged off by the transferee to earned surplus, current 
income, and the remainder amortized over the remaining life of the bonds. 
Where reclassification of transferee’s accounts and original cost studies of 
transferee are before the Commission a special reserve account should be 
established on the books of the transferee to be used for such purposes as 
the Commission may subsequently approve or direct. Pacific Power & 

































A public utility having in the past exercised allowable accounting discre- 
tion in apportioning joint expenses between construction and operation, 
may not now reaccount and restate such items to show maximum charges 
to plant account and minimum charges to income. Superior Water, Light 
@ POMP GR 23. 2. is esc eeeeeedeeas Rat Ore 

After exclusion of write-up and. construction work in progress, the total 
plant account allowed to remain temporarily in Account 100.6, electric 
plant in process of reclassification, pending further studies by consolidated 
company to include a determination of original cost of transportation and 
steam-heating properties, the amount of plant acquisition adjustments 
applicable to electric and transportation property at date of acquisition, 
review of retirements, determination of construction fees paid to affiliate, 
a reconciliation of original cost with the claimed actual legitimate original 
cost of a licensed hydro-electric project, preparation of revised statements 
of utility plant accounts, a classified statement of gross additions and re- 
tirements and the continuation of study of under and over book retirements 
and unrecorded retirements Utah Light and Traction Co_-_------ 4 FPC 
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now, they could be revised again in the future. Jd___...________---_- 334, 335 


Light C655. 22 Tut Boren arose, 30 srsiers Mount. 2 FPC 510, 511 
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ACCOUNTS AND ACCOUNTIN G—Continued 
10. RecuassiFication—Continued 


See COST, 3. AFFILIATION AND ComMMON CoNTROL. 

Amounts presently classified in Account 100.1, electric plant in service, 
Account 100.5, electric plant acquisition adjustments, and Account 110, 
other physical property (other than the Phoenix fees discussed above), 
should be retained in Account 100.6, electric plant in process of reclassi- 
fication, pending the company’s review and study of recorded and un- 
recorded retirements, and submission of proposed plans of disposition of 
amounts therein determined to be properly classifiable in Account 100.5, 
electric plant acquisition adjustments, or Account 107, electric plant ad- 
justments. Western Colorado Power Co__--.------------- J PPPS 

See ACCOUNTS AND ACCOUNTING, 4. Cosr. 

Commission requires that sales contract expense be transferred from 
plant account to Account 146, other deferred debits, and that related 
reserve for amortization should likewise be transferred to such account. 
Alabama-Tennessee Natural Gas Co__.....-------------------- 11 FPC 

See RATE BASE, 6. Puan. 


11. Unrrorm System or Accounts. 


Uniform System of Accounts is rooted squarely in the cost concept and 
Commission has rejected evidence, at previous hearing, of company wit- 
nesses who espoused the view that assets should be recorded on the books 
of account at figures in excess of cost where assets were transferred at 
higher ‘‘values” to nominally distinct corporations, no matter how closely 
such corporate entities might be related, dominated, or controlled. Mon- 


PI OWE TOO oon se cede wn Sep et he eee oaitie dl. a 4 FPC 
Original cost is necessary incident to establishment and maintenance 
of uniform system of accounts. Hast Ohio Gas Co-_----- haces 6 FPC 


See ACCOUNTS AND ACCOUNTING. 2. Autuority To REGULATE; 
COST, 2. Acruat LEGITIMATE ORIGINAL Cost. 

Public utilities and licensees may keep such other supplementary and 
memorandum accounts as well as subdivisions of the accounts prescribed 
in the Commission’s uniform system, as may be necessary or appropriate, 
provided the integrity of the system is not impaired. Northern States 
Power Co sol Sasdinhciigid hides anapeeca 6 FEL 

The Commission’s Uniform System of Accounts provides that call pre- 
miums paid upon the redemption of preferred stock must be charged to 
earned or capital surplus. As applicant has no capital surplus, deficit 
might be created, unless corrected by creation of capital surplus through 
reduction in common stock or contribution by common stockholder. 
Oklahoma Gas and Electric Co_-_-~-------- z me oa PY x & 

There is no provision relating to the refunding of preferred stock which 
authorizes a different treatment than that set forth in the accounting rules, 
as there is in the case of refunding of bonds. Jd____.-..---.---------- 

Call premiums paid upon redemption of preferred stock are in the nature 
of special distributions, similar to the payment of a special or extra dividend 
SG GEA Cais SU I RE, | Tine cin ic pauwids hewn adda at acta 

Amounts paid to preferred stockholders over and above that which has 
been paid into the corporation for the stock are distributions of undis- 
tributed earnings or distributions of capital. Jd_...........----------- 

Proper accounting practice requires that a call premium like a special 
distribution to a particular class of stockholder be charged to surplus at the 
time of redemption. 
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ACCOUNTS AND ACCOUNTIN G—Continued 
11. Unrrorm System or Accounts—Continued 


The result of proposed amortization of call premium and expenses over 
a nine-year period is an asset item which is neither a true asset nor a true 
deferred charge, but rather a mislabeled surplus debit. The capital of the 
company is overstated so long as the item remains in the balance sheet. 
Such accounting practice artificially keeps the 7 percent preferred stock 


dividend rate in effect for a nine-year period after the stock has been re- 
deemed. Id 


The interests of security holders as a whole may be adversely affected by 
the amortization of call premiums and expenses over a period of years if 
the earnings should decline to point where preferred dividends are not paid 
and preferred stockholders will be compelled to bear the cost of redeeming 
old preferred tees 16. 5b oie oa Soins ci ee ke en ees 

The interests of consumers, being related to the financial condition of 
the utility, may be adversely affected when revenue collected from con- 
sumers are not sufficient to service outstanding securities and absorb the 
amortization elias: > FO so noi oni co eee oe eee 

Amortization of call premiums over a period not to exceed 5 years author- 


ized by Commission, with privilege to petitioner to accelerate the charge 
if deniveti T@in isi 5-6. hoes cde nde vdh elon usd in aueeo eee 
Upon review, the Commission found that (a) certain facilities required 
by the initial decision to be recorded in accordance with Instruction 4, Gas 
Plant Purchased, of the Uniform System of Accounts Prescribed for Natu- 
ral Gas Companies constitute an “operating unit” within the meaning of In- 
struction 4, Gas Plant Purchased, of the Uniform System of Accounts; 
(b) the undisputed evidence warranted finding that line was devoted to 
public service prior to its ownership by Empire Gas & Fuel Co., and that 
recorded depreciation on books of Empire is the best measure of actual 
accrued depreciation; (c) the Presiding Examiner, reaching correct conclu- 
sion in initial decision, did not deem it necessary to pass upon the issue as 
to whether the proposed acquisition is that of an operating unit, but the 
Commission so finds; and (d) paragraph (1) of proposed order modified. 
New York State Natural Gee Cetgic. os o4 5 soe sc bka ec casadoue 7 FPC 
Commission requires, under section 301(a) of Federal Power Act, that 
erroneous accounting entry of an excess charge to respondents’ depreciation 
reserve made in violation of Commission’s Uniform System of Accounts be 
removed therefrom and charged to earned or capital surplus account. 
Arkansas Power & Light -G6. 125 os oo cc kde cin Sas en ews 8 FPC 
See JURISDICTION, 1. Accountina. 


ACQUISITION OF NEW FACILITIES BY NATURAL GAS CO. 
See CERTIFICATES, 6. ConvENIENCE AND NECESSITY. 
ACTUAL LEGITIMATE ORIGINAL COST. 


See RATE BASE, 3. Generac. 8. Vatuation; COST, 2. Actua. 
LEGITIMATE ORIGINAL Cost. 


AFFILIATION. 


See ACCOUNTS AND ACCOUNTING, 5. Disposition or Account- 
inc ApJusTMENTs, (e) Inter-company contracts and Service fees; COST, 
3. AFFILIATION AND Common Controt; RATE BASE, 7. Trans- 
ACTION OF AFFILIATES; RATES, 1. AFrrFrImLiaTion. 
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AMORTIZATION. 


Rate case expense should be amortized over a five-year period. Safe 
Harbor Water Power Corp 

For the purposes of the motion for an interim rate reduction order, held 
that the Commission accepts the sinking-fund method of amortization. 
Illinois Commerce Commission v. Natural Gas Pipeline Co. of Amer- 


The amounts of amortization are recognized and treated as operating ex- 
penses, and, as operating expenses are stated at cost, the total investment, 
less the salvage value, rather than present fair value, should be amortized. 


The interest rate in the sinking-fund formula should be the same as the 
allowed rate of return upon the rate base in computing amortization to be 
charged as an operating expense. 

Amortization of exploration and development expenses and actual rate 
case expense over a period of five years allowed. Canadian River Gas 


Rate case expense and cost of reclassification studies required by State 
and Federal commissions should be amortized over a 10-year period begin- 
ning January 1,1939. City of Cleveland v. Hope Natural Gas Co__.. 3 FPC 

The fact that applicant’s supply contract is for a 20-year period is 
immaterial in a determination of amortization and depreciation, since 
interstate service cannot be abandoned except with the Commission’s 
permission under Section 7(b) of the Act, and there appears to be a reason- 
able assurance of a continuing supply of Texas gas for at least 30 years. 
Godfrey L. Cabot, Inc 

The excess over original cost held properly classifiable in Account 100.5, 
electric plant acquisition adjustments, found to represent payments for 
elimination of threat of competition, rounding out of service areas and for 
prospective earnings, which had been in the accounts a considerable period 
of time, some of it as long as 42 years without any provision for amortiza- 
tion, does not represent payment for tangible property nowinservice. Such 
intangibles should not remain on respondent’s books, unamortized and un- 
diminished, indefinitely and were ordered amortized over a period of 15 
years beginning in 1945 by annual charges to Account 537, miscellaneous 
amortization. Montana Power Co 

Net cost of purchase of a past service annuity paid through charges to op- 
erating expenses may not be restated and reamortized over a ten-year 
period. Mississippi River Fuel Corp 

Payments to customers representing portion of cost of rehabilitating 
water-gas generating equipment may not be restated and amortized, since 
respondent was not legally obligated, and no necessity for expenditures was 
shown. 

Commission dismisses contention that it lacks lawful authority to re- 
quire amortization or charging off of intangibles. Commission requires the 
amortization amount of $5,176,613.91 classifiable in Account 100.5. Ar- 
kansas Power & Light Co 

Amortization period of 12 years is reasonable. 

Commission requires amortization charges made to Account 537, miscel- 
laneous amortization, in accordance with general accounting practice under 
which intangible assets are amortized, or charged off, to surplus or to non- 
operating section of income statement. 
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AMORTIZATION—Continued 


Commission approves “‘offset method” of treating amortization reserve. 
Under this method, when earnings fall below specified rate of return no fur- 
ther credits to amortization reserve are made until deficiencies have been 
made up in subsequent years of excess earnings. Niagara Falls Power 


amortization reserves, and to amend license accordingly. 

When licensee accepted license it agreed to exercise by Commission of dis- 
cretion granted by Section 10(d) of Federal Power Act to fix specified rate 
of return and proportion of surplus earnings to be paid into amortization 
reserves. 

Federal Power Act is controlling as to establishment and maintenance of 
amortization reserves, except for determinations required by Act to be set 
forth in license. 

“Surplus earnings” to be paid into and held in amortization reserves is 
excess of actual earnings over earnings calculated at rate of 6 percent upon 
net investment in project. 

The requirement of Section 10(c) of Federal Power Act that licensees 
“establish and maintain adequate depreciation reserves’’ accords with fair 
return test in Section 3(13) of Act. Id 

Section 10(d) of Federal Power Act provides mechanics for determining 
proportion of earnings of each year which must be reserved, and Section 
3(13) sets forth basis for determining how much of reserve should be ap- 
plied toward reduction in net investment. Id 

Commission finds that by adopting offset method recomme nded by exam- 
iner it is prescribing reasonable method, in conformity with Sections 10(d) 
and 3(13) of Federal Power Act, for reservation of profits in amortization 
reserve pending later determination as to how much thereof should be ap- 
plied toward reduction in net investment. 

In determination of a proper rate base for test year, Commission requires 
that commitment fee be amortized over life of bond issue as a financial ex- 
pense. Alabama-Tennessee Natural Gas Co 

Commission finds 5-year amortization period to be reasonable for rate 
case expense. 

Commission denies proposal by Niagara Mohawk to amortize by ratable 
monthly charges to operating expenses an expenditure of $1,500,000 repre- 
senting payment to Aluminum Company of America in connection with 
termination of unprofitable power contracts. Niagara Mohawk Power 


Commission finds that facts shown do not justify proposed accounting 
charge to future periods of cost of abrogating these contracts, and it further 
finds such cost to be loss suffered in year made rather than assets of new 
business. 

Commission denies application of Niagara Mohawk for order approving 
amortization by charges to operating expense of payment to ALCOA, and 
Commission orders that Mohawk charge off such expenditures to earned 
surplus, Account 271. 

Where an unusual, nonrecurring cost is experienced during a test period, 
Commission determines the normal cost on the basis of a 5-year average 
instead of a 10-year average, when the item might be sensitive to changes 
in price levels. United Fuel Gas Co 12 FPC 
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AMORTIZATION—Continued 


Commission rejects argument that it should reduce the rates of com- 
panies during the 5-year period of rapid amortization for emergency facili- 
ties allowable under Section 124A of the Internal Revenue Code of 1950, 
because it would be inconsistent with the effort of Congress to aid our 
national defense. Treatment of Federal Income Tazes_------- 12 FPC 

Commission decides that the temporary tax savings, realized through 
the rapid amortization of emergency facilities, should not affect the annual 
charge for depreciation for rate making purposes. IJd__._..._-------- 

Since the rapid amortization of emergency facilities is essentially a defer- 
ment of tax liability, the accruals for taxes in excess of those actually paid 
should be earmarked for the future meeting of such tax liability, and should 
not be used for the payment of dividends. Jd_...___.....--__-----.-- 

Rate case expense should be amortized over a three-year period. Michi- 
ae Praise: Fe I Sask oe sci Sacenncl thine Bhs thewllcd 

Commission allows Panhandle to retain the temporary tax savings 
secured by using accelerated amortization pursuant to Section 124A of 
the Internal Revenue Code, but requires Panhandle to earmark this 
fund for the future meeting of tax liability. Panhandle Eastern Pipe 
SAME 0 cd ids San rns 560k PR RET RAMEE 13 FPC 

Company is not permitted to recoup losses or expenses through amorti- 
zation in years beyond which the claimed losses or expenses arose and 
properly relate. Michigan Wisconsin Pipe Line Co_-_-_-------- 18 FPC 

See ACCOUNTS AND ACCOUNTING, 1. Amortization; ANNUAL 
CHARGES, LICENSE, 3. Annuat CHARGE. 


ANTI-TRUST. 


Commission is without authority to grant monopoly certificates, ‘‘grand- 
father” or otherwise to any natural gas company; and no company can 
acquire any monopoly right or privilege by virtue of any certificate issued 
by Commission. Michigan Wisconsin Pipe Line Co__.-.-.----- 6 FPC 

The position taken by Texas Eastern Transmission Corporation that the 
granting of a certificate to applicant would have a disruptive effect on the 
orderly and economic development of its own system to meet market 
requirements of the Eastern Seaboard area and would have a detrimental 
effect of the potential natural gas consumers in the area to be served by it, 
is without merit. Texas Eastern is not entitled to preempt such markets 
nor is such prospective monopoly in the public interest. Trans-Continental 
I iets oe a cea alr a ee 7 FPC 

The pendency of the anti-trust suit in question provides no justification 
for a delay in the normal workings of the administrative process. Tezas 
Tres SIND a os eis cence adi aaedacaee 14 FPC 

Commission determines that the obligations of Montana-Dakota as a 
common carrier of natural gas under the Mineral Leasing Act were termi- 
nated by the 1953 amendment to the Mineral Leasing Act. Montana- 
Dakota Utilities Co. .........-.--- Se te ern ere ie Ree bile 14 FPC 

Commission allows Montana-Dakota to withdraw and cancel its present 
common-carrier tariff, and its proposed contract-carrier tariff. IJd_----- 

Commission finds that the conversion of the Little Inch to petroleum 
products will not constitute any violation either of the letter or policy of 
the antitrust statutes. Texas Eastern Transmission Corp_------ 17 FPC 


ARM’S LENGTH BARGAINING. 
See RATES, 1. Arritiation. 5. Fretp Price; AFFILIATION. 
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ATTORNEY. 


See COST, 17. Lega, Fers; PRACTICE AND PROCEDURE. 1. Arror- 
NEY. 


AUTHORITY. 


See ABANDONMENT, 2. Necessiry ror AvutTuorizaTtion; ACCOUNTS 
AND ACCOUNTING, 2. Autrnority To REaGuLaTeE. 


BURDEN OF PROOF. 


See ACCOUNTS AND ACCOUNTING, 6. Evipence; PRACTICE AND 
PROCEDURE, 2. BurpEen or Proor. 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY. 
See CERTIFICATES. 


CERTIFICATES. 
kh 


Acceptance of certificate precludes company from subsequently chal- 
lenging by certificate application, the merits of Commission’s prior deter- 
mination as to division of New England market. Northeastern Gas Trans- 
UOCOUI Cs ina isd cd rit 8 atin: ed ins eigenen alla aia 10 FPC 98, 142 

Commission conditions certificate of public convenience and necessity 
to provide that no new service shall be rendered, until applicant has 
initiated all firm service to all communities that have previously been 
authorized. Kansas-Nebraska Natural Gas Co__--------- sstninpset Ae  a 

Proposed certificate condition rejected which would require that no 
new peak day firm service be rendered by the use of such facilities until 
all firm service previously authorized had been initiated. Kansas- 
Haeereehe ee G6 Ce iat oan ck Sitti sentinel 13 FPC 6598 

Proposed certificate condition rejected which would require that no new 
peak day firm service be rendered by the use of such facilities until all 
firm service previously authorized had been initiated, where applicant has 
not accepted previously authorized certificate. Jd_......._..-_-------- 606 

Applicant should be permitted to withdraw from economically infeasible 
service undertaken, but never put into effect, even though it would earn 
reasonable return on its services as a whole if proposed service were 
initiated. . Midtewh Gae.Ce. 6. occ<dsensntnnnnseces® «stupa 50 Faw _- S68 

2. ALLOCATION AND SUPPLY. 


Commission under section 7(a) of the Natural Gas Act has broad dis- 
cretion in dealing with cases involving exercise of authority to require 
extension and connection of facilities and rendition of additional service. 
Wisconsin Southitn Gati@e. i soc cuss us cisticesi eli cass 4 FPC 191 

Section 7(a) application dismissed, since Commission was unable to find 
that the requested action was necessary or in the public interest, where 
applicant had not obtained necessary State or municipal approval. 

een J SSs. 44k Seelssdase GU 6 Cea, Fae SAS Os .. 192, 333 
Since operation of connecting pipeline company’s proposed facilities 
was not validated by Commission’s prior order of October 13, 1942 (4 FPC 
830) granting certificate, since line was in place but not in operation 
February 7, 1942, its use pursuant to present order under section 7(a) is 
validated only to the extent required to make deliveries therein or other- 
wise specifically authorized. Jd_______--__-- 
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CERTIFICATES—Continued 
2. ALLOCATION AND SuppLy—Continued 


The Commission finds that the impairment of service by pipeline com- 
pany to the present consumers, caused by the additional load to the 
industrial consumer, would lower standards of service beyond minimum 
which such customers might reasonably demand, and would create con- 
ditions which such consumers are not adequately prepared to meet through 
use of stand-by fuel or otherwise, and that the service proposed would 
unquestionably impair the ability of pipeline to provide adequate and 
reasonable natural gas service to consumers now entitled to such service. 
CO Or Se Rn sa ee ae ee 5 FPC 

Local distributing company is not bound, nor can it be compelled to 
execute renewal of contract with its present supplier regardless of any 
other considerations on its expiration. Michigan-Wisconsin Pipe Line 
1 Ae Pap et ye ek aig gn ie Cee g oe de pinay ie ip ey ee Meat 6 FPC 

Applicant for a certificate should carry out commitments and repre- 
sentations made by it in support of its application and upon which Com- 
mission relied in issuing certificate. Tennessee Gas and Transmission 
eee eee ane Fae eaten ee ame ate a ad minis awa eee 6 FPC 

Panhandle Eastern filed, as supplements to its rate schedules, emergency 
rules and regulations to govern its deliveries of natural gas when curtail- 
ments or interruptions of delivery became necessary. Becoming effective 
by Commission’s order of December 12, 1946 (5 FPC 983), these emergency 
rules were continued in effect by Commission order until September 30, 
1947. During public hearings in further proceedings for prescribing of 
just and reasonable emergency rules and regulations for winter 1947-48, 
conferences of participants therein were held in an effort to work out an 
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132 


agreed plan to govern curtailments. City of Detroit, Michigan. 6 FPC 138-140 


Continuance of emergency and probabie recurrence of low temperatures 
which prevailed on September 30, 1947, during balance of autumn, make it 
imperative in public interest that interim emergency rules and regulations 
be established forthwith to govern situation pending completion of hearings 
EN ae ae ee ato be Rae aetna cash 

Plan for allocation of Panhandle’s capacity submitted of record by 
chairman of industry committee, approved by majority thereof and 
acceptable to majority of companies distributing Panhandle Eastern gas, 
found to be fair and reasonable under conditions which would generally 
prevail during ensuing 30 to 60 days, and particularly adapted to autumn 
CONN: bss cd ede dine oeinntns aticewel. meeseailice gustan: ou) 

Plan, with clarifying modifications, in form of supplements to existing 
rate schedules, made effective from date of issuance of order to November 
16) 10GT a: PIG idons seat eteicpeel eu ccanchesdausiaiendnes Lenn se 

The general public ought not to be penalized by reason of fact that dis- 
tributing company supplied by applicant may have misjudged its estimated 
future gas requirements for city of Louisville and contracted for lesser 
volume of supply than was authorized to be delivered to it in prior pro- 
ceeding. Though no additional gas was proposed to be made available to 
Louisville from the facilities herein sought to be certificated, public interest 
requires that the full volume, as earlier authorized, be made available to it 
upon completion of facilities having a capacity equal to that authorized in 
the prior proceeding. Tennessee Gas and Transmission Co_------ 6 FPC 
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CERTIFICATES—Continued 
2. ALLOCATION AND Suppty—Continued 


Decision on request of interveners, engaged in production, transportation 
and sale of natural gas, that firm gas be made available to them from 
applicant’s proposed increased capacity deferred but applicant permitted to 
make deliveries on interruptible basis provided such deliveries will not 
impair applicant’s ability to sell and deliver gas for resale for ultimate 
nee CII Ti inci niinen Sittin Asari divine ateiig geen 

In issuing certificate Commission reserved for further consideration dis- 
position to be made of certain volumes of gas for which applicant has pre- 
sented no firm purchase commitments, and its right to take further action 
in the public interest to assure and provide adequate service to present 
or prospective customers of applicant. Jd__._-.-...--------.-------- 

Commission’s reservation of the disposition of a portion of the increased 
capacity certificated herein made it appropriate to deny, without prejudice, 
petitions to intervene filed by State of Tennessee and Tennessee distributing 
companies for purpose of obtaining an increase in the supply of natural 
gas to be made ewallable.: 16s sods ces iweiicecninds Saeswe da queanen 

Certificate conditioned by provision that, for winter season ending 
April 30, 1948, 20,000 Mcf per day be delivered to relieve existing gas 
shortage in territory supplied by Panhandle Eastern on displacement basis 
by deliveries through existing connections with The Ohio Fuel Gas Com- 
pany and new connections with facilities of other companies. Tezas 
Bastern Tranenionion Gove < ccasnincns cds kncccsissnsin dda jadesdn 6 FPC 

Public interest may require other disposition of pipeline sales capacity 
than those provided in applicant’s contracts embodying options to pur- 
chasers to purchase gas in addition to primary deliveries, resulting in 
reduction in quantities to be delivered pursuant to contract. Commission 
has authority under the Act to disturb such contract rights to serve the 
fall pubiiie deinen <. 16s 22! casisaiaine. dicen ab absswadaskssehewe al 

The record does not warrant finding that public interest would be 
served by providing for natural gas service for the City of Indianapolis 
from Big: Enele: Bnet: «DO: seecduen cts tnd os as <a misewmesisnuakeaees 

Present gas shortages in areas now depending upon natural gas such that 
the request of Missouri Western Gas Company to obtain gas from Big 
Inch lines in order to supply new markets in Missouri not justified in the 
public intewetty:: 88 tens casith wns dawildde cmdiinnsieauane imcmed <hiaa~ ae 

Present shortage of gas in general area to be served by Big Inch Lines 
such that proposed diversion thereform by means of interconnection with 
lines of Arkansas-Missouri Power Company to supply gas to electric 
generating plant under construction not justified. Jd_..........--.---- 

Commission found that public interest requires natural gas service be 
made available from Big Inch Lines to areas served by intervening dis- 
tributing companies which requested such service and expressed a willing- 
ness to enter into definite commitments for sufficient quantities of gas to 


meet their public requirements. Jd_..........-...-.---.-..-----. 163, 


Because of acute emergency situation due to shortage of gas supply, in 
Appalachian area, public interest requires that for period ending April 30, 
1948, Commission reserve for future disposition not more than 5,000 Mcef 
per day out of the available delivery capacity of Big Inch Lines to meet 
emergencies which may occur. /Jd_.............-.----.---------- 
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CERTIFICATES—Continued 
2. ALLOCATION AND SuppLy—Continued 


Existing contract provisions for delivery of gas to companies in the 
Appalachian area found to be neither reasonable nor justifiable in the 
public interest. Commission held that whatever quantities are available 
in Appalachian area from Big Inch Lines during winter 1947-48 must be 
apportioned equitably and fairly notwithstanding contract provisions. 


Public interest requires that during winter 1947-48 each of several com- 
panies contracting to purchase gas from applicant in Appalachian area 
receive from total volume delivered by applicant to the area a percentage in 
the proportion which initial quantity contracted for bears to total initial 
quantity in all contracts. 

Contention of numerous interveners that gas service should not be ex- 
tended to the Philadelphia area but rather that full requirements of all 
consumers in Appalachian area, including industrial, should be met, 
rejected. 

It appearing of record that a critical gas shortage exists on natural gas 
transmission system of Panhandle Eastern because firm requirements of its 
customers are substantially in excess of its pipeline capacity for coming 
winter, and company’s rate schedules are not uniform as to firm sales and 
service in connection therewith and contain no provisions respecting curtail- 
ment of firm service when total demands exceed pipeline delivery capacity. 
Commission finds that, to avoid complete break-down in company’s pipe- 
line operations and prevent undue discrimination, prejudice and preference 
among dependent customers and areas, public interest requires that 
emergency service rules and regulations to control and limit deliveries be 
established. Panhandle Eastern Pipe Line Co 

Commission finds that, during existing emergency gas shortage situation, 
Panhandle rate schedules on file with Commission to govern sales and 
deliveries of natural gas, subject to its jurisdiction, do not provide effective 
rules to govern and control deliveries of natural gas and assure reasonable 
and nondiscriminatory services to utilities dependent upon it, and are, 
therefore, unjust, unreasonable, unduly discriminatory and preferential in 
violation of section 4(b) of Natural Gas Act. Jd 

Commission finds that emergency service rules and regulations for 
limitation and control during winter 1947-48 of sales and deliveries of 
natural gas from system of Panhandle Eastern when curtailment of gas 
service becomes necessary, reasonably and fairly allocate total gas supply 
available to system for coming winter; that their adoption and prescription 
are necessary for carrying out provisions of Natural Gas Act; and that 
such rules and regulations, as adopted and prescribed herein, will be just, 
reasonable and nondiscriminatory for governing such deliveries and sales 
during coming winter. Id 

The Commission has jurisdiction and authority to provide for allocation 
and to limit and control deliveries by Panhandle Eastern, a natural-gas 
company, to assure equitable and fair distribution of gas in the existing 
emergency. City of Detroit, Michigan 
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CERTIFICATES—Continued 
2. ALLOCATION AND Suppty—Continued 


It is in the public interest to defer final determination as to whether 
Consolidated of Baltimore is to receive sufficient natural gas from applicant 
to convert from manufactured gas to straight natural gas since applicant 
would not have sufficient capacity to meet the greatly expanded require- 
ments of Baltimore as well as the requirements of other distributing com- 
panies seeking gas from the proposed line and since Consolidated of 
Baltimore prefers to purchase natural gas for that purpose from Atlantic 
Seaboard Corporation if Atlantic completes its proposed line, application for 
which is pending before the Commission. Trans-Continental Gas Pipe 
FADE CP sn sssa< hoconaees dss dette meee aici ana beber ae eee Be 7 FPC 

In view of the urgent needs of customers elsewhere on the system of 
Panhandle Eastern Pipe Line Company, a natural-gas company, who rely 
wholly upon it for their supplies of natural gas, it would unreasonable and 
against public interest not to permit the cancellation, as originally con- 
templated by the parties and provided for in the supplement now under 
suspension, of the so-called 4(b) deliveries under filed rate schedules by 
Panhandle to Ohio Fuel. Panhandle Eastern Pipe Line Co_-_--_-- 7 FPC 

Panhandle’s customers found to be dependent upon it as their sole source 
of gas while most distributors in the Appalachian area have more than 
one such source, and, comparatively, the supply situation generally in the 
Appalachian area improving at a much more rapid rate than on the 
Panhandle system. Deliveries by Texas Eastern for the account of Pan- 
handle area pursuant to paragraph (J) of the Commission’s Order of 
October 10, 1947, continued to April 30, 1949, contingent upon arrange- 
ments by Panhandle or its customers to take and pay forsuch gas. To 
such an extent that any portion of such gas is not being taken under such 
arrangements, it should be available for the general pipeline deliveries of 
Texas Eastern. Id 


Michigan Gas Storage Company held entitled, both under its gas 
purchase contract and under the certificate of this Commission, to take 
and receive from Panhandle on a firm basis such fixed monthly volumes of 
gas as are specified in the rate schedule on file with the Commission. 
In view of the fact that the authorized additions to Panhandle’s capacity, 
assumed in connection with the Commission’s authorization of the two 
storage programs, have not been completed, the excess of demands above 
pipeline capacity on Panhandle’s system east of the Edgerton station 
found to be attributable to the aggregate of the increases in demands of 
Gas Storage and Consolidated, without the requisite increase in Pan- 
handle’s facilities which have been authorized, and that the deficiency 
should be shared between them on an equitable basis. Jd_...._._____- 

The Commission found that, during the current storage season, Pan- 
handle’s delivery capacity on its system east of Edgerton should be made 
available to Consolidated and Gas Storage in the proportion that 
the contract requirement of each bears to the aggregate of their require- 
ments, namely 100/225ths to Gas Storage and 125/225ths to Consolidated. 
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CERTIFICATES—Continued 
2. ALLOCATION AND SuppLy—Continued 


In order to place Consolidated and Storage on an equitable basis during 
the existing summer storage season, appropriate allowance must be made 
with respect to the volumes of gas from May 15, 1948, when Gas Storage 
was first in a position to receive the contract amount, to the date of the 
Commission’s order. 

It would be extremely difficult, if not impossible, for the Commission 
to find, upon the record, that, because of the magnitude of industrial 
activity in Michigan, service to industries elsewhere should be curtailed 
so that service to industrial Michigan might be permitted to continue. 


To the extent that Rate Schedule FPC No. 12 does not clearly permit 
Consolidated to employ the gas which it receives thereunder for use 
throughout its integrated system, such rate schedule is unjust and un- 
reasonable. 

Since paragraph (E) of the Commission’s order of October 10, 1947, 
requires apportionment of any deficiencies in deliveries resulting from the 
application of paragraphs (F) through (K) of said order among all of the 
other customers of Texas Eastern on a proportionate basis, the issuance 
of any declaratory order regarding this matter, as requested by Phila- 
delphia Gas Works Company, is unnecessary. 

Proposed service to the Missouri refractory companies during 180 days 
in each calendar year, supplanting in part service rendered on an inter- 
ruptible basis, as well as other changes in the terms and conditions of 
service, not offered or made available to Panhandle’s other direct or 
wholesale customers, would have the effect of granting an undue preference 
and advantage to the five refractory companies and subject Panhandle’s 
other customers to undue prejudice and disadvantage and would have the 
effect of maintaining an unreasonable difference in service as between 
localities and customers. Id 

The practice of Panhandle in permitting Consolidated to take 125,000 
Mef a day, while delivering to Gas Storage something less than the quantity 
to which it is entitled under its gas purchase contract, has the effect of 
granting to Consolidated an undue preference and advantage. Id 

Petition of the New York Public Service Commission requesting, in 
substance, that the Commission issue an order continuing in_ effect 
emergency deliveries of natural gas by Texas Eastern to United Natural 
Gas Company until November 1, 1948, dented since there is now pending 
before the Commission an application, and hearing thereon, by Texas 
Eastern for a certificate authorizing an increase in the capacity of. its 
pipeline system to the extent of an additional 75,000 Mcf a day, as United’s 
situation can be more appropriately dealt with in that proceeding... Jd 

Legislative history of Natural Gas Act does not show that section 7(a) 
was intended to limit authority conferred upon Commission by sections 
7(c) and 7(e) of act. Legislative history of amendments to section 7 
shows that it was intended that Commission should have authority under 
section 7(e) to attach proper conditions to issuance of certificate requiring 
@ natural-gas company to provide service other than that requested in 
application. Texas Eastern Transmission Corp 
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CERTIFICATES—Continued 
2. ALLOCATION AND Suppty—Continued 


In proceeding upon application for certificate Commission has authority 
so to condition issuance of certificate provided that issue with respect to 
other natural gas service is properly and adequately raised through filing 
of petition for leave to intervene and leave to intervene is granted, and, 
Provided further: That record of proof is found sufficient under section 7(c) 
to permit attaching of such condition to issuance of certificate. ZJd......-. 

A “natural-gas company” under Natural Gas Act may not lawfully 
single out a particular customer, and by contract grant a preference in 
service; nor may Commission approve arrangement which disregards 
public interest in other States and areas, which is prejudicial as to some 
and preferential astoothers. Jd_-_2...-14-.2-4.s222 4252 sees cee 

Request of intervener for supply of natural gas for boiler fuel use denied, 
upon showing that public need for such gas precluded finding that public 
interest would be served by such a certificate condition. Jd_........_ ~~ 

Sales and deliveries of natural gas authorized by order of October 11, 
1947, in docket No. G—880, ordered to be made in accordance with that 
order prior to making any sale or delivery under terms of present order 
but that no priority of service shall accrue to any customer of applicant 
when operations of applicant provide a sustained daily delivery of 508,000 
Me? per'@uys": 'F@sie2 2b. 300, JS tow Suse iea ei salsa i bbe = 

Record does not justify requiring Tennessee Gas Transmission to serve 
Inland and Industrial on firm basis from additional facilities proposed at 
this time for reason that such a requirement would result in reducing 
needed supply of gas that applicant proposes to make available to public 
utilities engaged in general distribution of natural gas to public. Tennessee 
Gas Trendtmieees CO. ios ves becus os dbosa ell ae 8 FPC 

Application of Revere Natural Gas Co. for emergency gas service from 
Texas Eastern each winter denied. Texas Eastern Transmission Corp. 8 FPC 

Service sought by Associated is required in public interest and order 
granting certificate to Texas Eastern conditioned to require that latter 
supply to Associated up to 3,000 Mcf of natural gas perday. Jd___...._-- 

Public interest requires Texas Eastern to make available up to 10,000 
Mef per day to Texas Gas until such time as equivalent amounts of gas are 
available to Texas Gas from other sources and that up to 5,000 Mcf of this 
amount be made available to Indiana Gas. Jd___....__-.-------------- 

Additional gas supply up to 15,000 Mef per day sought by United 
necessary and desirable in public interest and order granting certificate 
to Texas Eastern conditioned to require such deliveries. Jd_........-_-_- 

Order issuing certificates so conditioned that City Gas receive up to 
500 Me? purdaly.® Terk. oS esis last outst od ieeivadui sede 

Supply of up to 4,000 Mcf per day to New York and Richmond is 
necessary and desirable in public interest but order is conditioned so that 
supply shall only be available if latter released from its obligation to pur- 
chase from Trans-Continental. Jd 


Public interest requires that Texas Eastern deliver and sell to various 
interveners volumes of gas not to exceed those already specified, and sell 
to Consolidated companies remaining portion of the volume of gas which 
may be available out of the 75,000 Mcf per day increase in capacity. 
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CERTIFICATES—Continued 
2. ALLOCATION AND Suppty—Continued 


Order conditioned to make available not to exceed 10,000 Mef per day 
to Texas Gas until equivalent amount of gas is available from other sources; 
then this volume of gas shall be delivered by Texas Eastern to East Ohio 
‘Gas Co., Peoples Natural Gas Co., and New York State Natural Gas 
Corp. Id ws Me 

Texas Eastern ordered to make available to East Ohio, Peoples Natural, 
and New York State Natural 25,000 Mef per day out of increased sales 
capacity and Texas Eastern allowed to sell and deliver to such companies 
any volumes of natural gas which may not be taken by companies to which 
allocations were made. 

Commission found that service to National Gas should provide for firm 
deliveries of 4,000 Mcf per day and amount in addition, not to exceed 6,000 
Mef during 6 months’ period each year, commencing in May, provided that 
this additional volume of gas be delivered only when there will not be any 
impairment to other services. Teras Gas Transmission Corp 

Philadelphia Gas Works requested and submitted evidence which justified 
sale and delivery of additional 18,000 Mcf per day for use by it in conform- 
ity with its program presented at docket No. G-880. 

Public need found to justify delivery of natural gas in amounts not to 
exceed 2,500 Mcf to Allentown-Bethlehem, 2,000 Mcf to Consumers, and 
3,000 Mef to Harrisburg, manufactured-gas companies. Id 

Agreements between Texas Gas and Texas Eastern found to provide for 
deliveries and sale at each delivery point, permitting service of Texas 
Eastern to be measured by total quantity of gas received into its pipeline 
and available for all customers on its system. 

It is not necessary to attach to certificate condition retaining jurisdiction 
in Commission with respect to disposition of the 17,000 Mcf which Ten- 
nessee Gas Transmission Co. has indicated its willingness to supply for 
service to northeastern Ohio area. Tennessee Gas Transmission Co. 8 FPC 

Public convenience and necessity require service of natural gas to Allen- 
town, Consumers, and Harrisburg. Public convenience is better served if 
these companies receive volumes of natural gaS which Manufacturers pro- 
poses to sell them. Public convenience and necessity require utilization of 
natural gas by Lancaster Co. The Manufacturers Light & Heat Co. 8 FPC 

Commission approved applicant’s proposal to augment firm deliveries to 
eight utility customers it had been previously authorized to serve and, in 
addition, to serve South Jersey Gas Co., Perth Amboy (N.J.) Gas Light 
Co., Philadelphia Gas Works Co., city of Danville, Va., and Atlanta Gas 
Light Co. T'ranscontinental Gas Pipe Line Corp 

Applicant authorized to serve certain municipalities in Georgia, Alabama, 
North Carolina, South Carolina, and Louisiana, us logical supplier to 
render such service; requests of other southern communities for supply of 
natural gas from applicant deferred pending final disposition of applications 
pending before Commission. Id 

Interstate Power Co. seeking to serve Clinton, Iowa, with natural gas, 
can secure such deliveries from Natural Gas Pipeline Co. on a displacement 
basis and other interveners would be served directly from Texas Illinois 
line with volumes of proposed deliveries to present customers of Natural 
Gas Pipeline Co. proportionately decreased. Tezas Illinois Natural Gas 
PR G6 ois no ccnecccesctmeskddukuenecetWbesidwadnncsne 9 FPC 
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CERTIFICATES—Continued 
2. ALLOCATION AND Suppity—Continued 


Natural gas service to intervening Illinois distributors found to be in 
public interest and volumes specified for each found to be reasonable to 
provide adequate service, but because of inadequacy of present record each 
intervener directed to make application within 6 months for certificate to 
extent uuthorization is required for construction and operation of necessary 
connecting facilities)’ Ms 5i0o4. lula Jue lute a leh Seu ate 

Since there is no reason why applicant should undertake to sel natural 
gas in areas now served by Natural Gas Pipeline, it is reasonable in public 
interest that Natural purchase from applicant such volumes as may be 
required to meet requirements of Natural’s customers west of Joliet. 
} (a se SE! ¢ wUL sUue 

Michigan-Wisconsin’s proposal that intervening distributors pay same 
rate as other customers who receive delivery at requested points will result 
in undue discrimination against all imterveners. Commission finds 
Michigan-Wisconsin should remove such discrimination by one of four 
prescribed methods. Michigan-Wisconsin Pipe Line Co 

Pipeline company must necessarily be permitted to place some reasonable 
restriction upon customer’s hourly take, if necessary to protect deliveries to 
other customers on same pipeline. Jd_..........-.-.-----.----------- 

Interveners seeking to obtain directives from Commission to require 
natural-gas company to provide gas for resale in cominunities which natural- 
gas company does not voluntarily request authorization to serve, should 
present evidence to show requested service is not only necessary or desirable 
in public interest but is also in economic interests of both prospective con- 
sumers and natural-gas company. Jd_____...-----...------1.----.-- 

Conditions imposed by Commission to a certificate under section 7(e) 
must be reasonable, ‘‘as the public convenience and necessity may require.”’ 
San Judw' Pipe Line‘ Covi’. vi. beh. Sab 22. Foo... 9 FPC 

In view of emergency conditions requiring Commission action, public 
interest requires that applicant file emergency rules and regulations setting 
forth daily take of its present and authorized customers from sales capacity 
made available by Commission’s action herein. Mississippi River Fuel 





Emergency service rules and regulations should also set forth volumes 
of gas to be made available to new communities authorized to be served 
and should specify that service provided for such communities cannot be 
déseared-after February.1,- 1062. . -Id....2sccanaccassesact..shasulelz 

Authorization to serve markets as requested by Maine and New Hamp- 
shire interveners must await future application because until such plans are 
complete, it cannot be determined that public convenience and necessity 
require such service. Tennessee Gas Transmission Co-__-_-__-_-_--- 9 FPC 

Public convenience and necessity require that issuance of certificate to 
Northeastern be conditioned, and any certificate hereafter issued authoriz- 
ing additional service in New England be conditioned to require establish- 
ment of interconnections with, and agreements for emergency interchange 
of gas with, any natural gas systems serving area at wholesale in order to 
secure to New England, at least in part, benefits of an integrated natural 
OOP Sy ates -- 16. ssn ne kd ans ccc ensccdcscennactscesed daniel 

Commission finds that public convenience and necessity require con- 
struction and operation of facilities necessary for delivery to Northeastern 


of 64,000 Mef of natural gas daily and authorizes Transcontinental to 
supply this requirement. 
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CERTIFICATES—Continued 
2. ALLOCATION AND SuppLy—Continued 


Rockland has not shown that possible advantage in obtaining a gas 
supply from Transcontinental will justify requirement by Commission 
that Transcontinental supply it with gas. Jd 

Commission requires the delivery by Transcontinental of up to 15,000 
Mef of gas per day to Philadelphia Gas Works. 

To assure more flexibility in operation and better service on United’s 
system, interconnection for emergency use should be made between existing 
and proposed facilities. United Gas Pipe Line Co 

Record does not indicate that Florida towns could be served out of 
existing facilities of United without impairing service to present customers 
and no new construction has been proposed by United which could serve 
them. 

Commission requires Texas Eastern to sell natural gas to Chambersburg 
and Arkansas-Missouri Power Co. in daily volumes not to exceed 2,210 
Mef and 6,308 Mef, respectively. 

Commission determines that public convenience and. necessity do not 
require Texas Eastern to provide additional natural gas service to City 
Gas Co. of New Jersey, but does require Texas Eastern to reserve up to 
1,700 Mef for City Gas Co. of Phillipsburgh, N.J., provided latter submits 
evidence that such volume can be economically delivered to it. 

Public convenience and necessity require that Texas Eastern provide 
proposed additional volumes of natural gas to all distributing companies 
it proposes to serve, except Public Service. 

Texas Eastern’s motion to reserve all unallocated gas for subsequent 
disposition in another proceeding granted and certificate conditioned to 
require Texas Eastern to file application for certificate within 90 days. 


Commission conditions certificate issued to Algonquin to require 
establishment by it of interconnections with, and agreements for emergency 
interchange of gas with, any natural gas systems serving New England 
area at wholesale. 

Commission concludes that Panhandle during winter of 1951-52 will 
have insufficient capacity to meet demands for natural gas. Panhandle 
Eastern Pipe Line Co 

To provide an equitable 1951-52 peak day distribution among Pan- 
handle’s customers of 850,000 Mef of natural gas, Commission prescribes 
delivery volumes. 

Petitions of intervention or applications under section 7(a) of Natural 
Gas Act of several companies denied as to winter of 1951-52, without 
prejudice. 

Peak day volumes for 1951-52 as prescribed by Commission are to be 
controlling only when such volumetric limitations are required to assure 
Panhandle’s delivery to its customers of their peak day requirements as 
determined herein. 

When Panhandle is able to deliver on any day more than 850,000 Mcf 
or if additional gas is made available by release, it shall make available to 
its customers proportionately greater volumes not exceeding contract 
demand volumes. 

Even though new service agreements and affidavits do not represent 
presently effective obligations of Panhandle, Commission uses such volumes 
as basis of providing for equitable deliveries when winter limitations are 
not in effect. 
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Panhandle prohibited from making direct sales except to its previously 
recognized direct firm customers not exceeding 3,000 Mef, unless Panhandle 


is making available to its resale customers proportionate amounts as pro- 

WI aller a gcse gris: Setlaieaies Oh eeitede bated Reet ae ec 337 
Commission accepts conclusions of presiding examiner in docket No. 

G-—1325, that service to South Industrials, as resale customers of Metropoli- 

tan Utilities District, should be given same priority classification under 

revised paragraph 10 of Northern’s FPC gas tariff as they had when served 

directly by Northern, based on finding that South Industrials’ “require- 

ments” represented “existing requirements” within meaning of such 

paragraph at time of its revision. Metropolitan Utilities District of 

i itn caret arcs ertnlecttia betaine eee 10 FPC 374-375 
With respect to complaint in docket No. G-1338 as it concerns service 

to Omaha Public Power District, Commission finds that there are present 

all elements necessary for exercise of its authority under section 7(a) of 

Natural Gas Act, even though that section was not referred to in com- 

MERE... ., UNE usgteavsbatiin tinsdtetad bia net cian amare ie hedioratinaicit eden dana eke oie ae 385 
Northern directed to maintain existing interconnection with Metropolitan 

Utilities District and to deliver and sell natural gas to it for resale to Omaha 

Public Power District with such volumes of gas to have same priority 

classification for purposes of interruption or curtailment as if service were 

being continued directly by Northern. Jd__..........-.-.----.------- 387 
Request by Mississippi Power for order directing Texas Gas to sell and 

deliver natural gas for use as boiler fuel in proposed electric generating 

plant denied. Tezas Gas Transmission Corp___....-.--------- 10 FPC 402 
Examiner finds that it is not necessary or desirable in public interest at 

present time to direct Transcontinental to establish connection of its 

facilities with those of, and sell natural gas to, either Carolina Natural or 

Public Service. Carolina Natural Gas Corp_.._._.-----.------ 10 FPC 511 
Order issuing certificate to Piedmont Natural conditioned upon main- 

tenance for period of 45 days of its offer to transport natural gas from 

Transcontinental’s pipeline through Piedmont Natural’s proposed Greens- 

boro-Burlington lateral line for use and benefit of distributors beyond city 

NE ie. Bis «tha hitesi ee dennidnnca chakteteh o commbanaen eielaton cube 511 
Public convenience and necessity require that maximum amount of 

2,500 Mef of natural gas per day be made available to Toccoa, Ga., from 

I . Bicninna:4 iio eemmcrnubimahiasdctdsteashasa Utacemiodtin 512 
Public convenience and necessity require that there be made available 

to Frederick Gas Co., Inc., from Transcontinental’s line near Rockville, 

Md., up to 675 Mef of natural gas per day. Jd____._...-------------- 512 
Public convenience and necessity require that Transcontinental make 

available to Southwestern Virginia Gas Co. at a point near Martinsville, 

Va., up to 500 Mef of natural gas per day. Jd_......-..-----.------.- 517 
Certificate conditioned to require applicant to provide service of natural 

gas in quantities requested by Alabama communities. Southern Natural 
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Upon review, Commission construes language of decision authorizing 
applicant to sell and deliver 223,000 Mef of natural gas to Atlanta Gas 
Light Co. in aecordance with service agreement, as not prohibiting sales 
in excess of contract demand. Id 
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Request by Nevada that a condition be attached to certificate issued to 
El Paso in this proceeding to provide for delivery of natural gas to Nevada 
is unavailing and such condition cannot be imposed on basis of previously 
certificated deliveries by El Paso. El Paso Natural Gas Co__... 10 FPC 

Commission finds it is in public interest to require Northern to supply 
29,034 Mef of natural gas per day to Minnesota Valley for communities it 
now serves and for four additional communities it proposes to serve. 
Northern Natural Gas Co 

Northern is required to make available to Coon Rapids, Iowa, contract 
demand allotments of 500 Mef of natural gas per day and 480 Mef per day 
to Guthrie Center. Jd mos. ae 

Commission imposes condition in order issuing certificate to require 
Northern to construct necessary. branch pipeline facilities for delivering 
natural gas to the respective town border stations, as Northern’s rates are 
based upon its making delivery at such points and to require Minnesota 
Valley and lowa communities to construct these lines would constitute an 
unfair discrimination in service. Id FRESE 

Northern’s contention that “impairment”’ clause of section 7 (a) of N Tatural 
Gas Act is a limitation upon Commission’s authority under sections 7(c) 
and 7(e) is rejected as section 7(a) is not applicable to certificate proceeding 
under sections 7(c) and 7(e). 

Legislative history of section 7(e) of Natural Gas Act indicates that 
Congress intended Commission should have authority to attach proper 
conditions to issuance of a certificate requiring a natural-gas company to 
provide service other than that proposed by it in its certificate application. 


Commission does not construe holding in Panhandle case (337 U.S. 498) 
as constituting a barrier to exercise of its authority under section 7(e) of 
Natural Gas Act to attach reasonable terms and conditio1s as required by 
public convenience and necessity. Id 

Commission denies authorization to sell and deliver peak-day quantity 
of 107,000 Mef per day upon finding that Texas Eastern would be unable 
to meet future requirements of its firm customers if such allocation were 
authorized. Texas Eastern Transmission Corp 

Of 91,882 Mef per day available for disposition, Commission allocates or 
reserves to 23 corporations and municipalities a total of 84,094 Mcf per 
day which represents estimated peak-day requirements of customers 
authorized to be served in fifth year of operation, leaving remainder of 
unallocated gas to Texas Eastern for emergencies and unforeseen contin- 
gencies. 

Commission revises examiner’s allocation with respect to quantities of 
gas. allocated to Shippensburg Gas Co., Consumers Gas Co., and South- 
eastern Illinois. Gas Co., and orders specific quantities of gas allocated 
or reserved to Philadelphia Gas Works Co., Mid-South Gas Co., and 
Public Service Electric & Gas Co., all of which were excluded from alloca- 
tion or reservation by examiner. 

To insure ability of Texas Eastern to meet its future commitments, 
Commission conditions order upon agreement by companies and munici- 
palities to purchase gas so allocated or reserved under general service 
(GS) or standby general service (SGS) rate schedules where applicable. 
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Commission grants certificate. of public conyenience and necessity to 
Texas Eastern authorizing sale and delivery to named municipalities and 
corporations of specified quantities of gas from presently unallocated and 
unsold delivery capacity, which Texas Eastern will have available. upon 
completion of its previously authorized expansion program. Jd____.--~_-.- 

Commission denies applications of Consumers Gas, Tennessee Gas, and 
Alabama-Tennessee Gas Cos. to establish interconnections with facilities 
of Texas Eastern, pursuant to section 7(a) of the Natural Gas Act, 
Uo nray aac ed tae ee ee a ee See Oe 

Since interconnection with Northern would more efficiently meet need 
for natural gas for emergency purposes than would one with Cities Service, 
an interconnection with Cities Service is not necessary or desirable. Public 
Boreien, etm: 08 FOR a iia so tar EN led ct 11 FPC 

Commission finds public interest requires an emergency connection 
and service by Northern to Public Service. Jd__....._..-...----------- 

Section 7(a) of Natural Gas Act includes authority to order intercon- 
nections to be used only for emergency purposes. Jd.__....-.----.------ 

Commission may order one natural-gas company to interconnect its 
facilities with the facilities of another natural-gas company and sell or 
exchange. gas witheuch company... [d_.--.-+--~-+<-------<-nn-<-h+ea--- 

Section 7(a) of act expressly permits Commission to direct natural-gas 
company to interconnect ‘‘with the facilities of, and sell natural gas to any 
person’”’ engaged in local distribution of natural or artificial gas to public. 
Fcc icehn biesleh ba che aia dek t Deeds thal His oe a eee 

The word “‘person’”’ in section 7(a) of Aet does not impliedly exclude 
authority to order interconnection with facilities of corporation which also 
happens to-be “‘natural-gas company.” IJd__....-..-----------..------ 

Since Public Service is also engaged in making direct mainline sales and 
sales for resale, order requiring interconnection is conditioned to restrict 
benefits conferred commensurately with local distribution operations of 
Public Nebyloe: «16. vcd terngnisnle ~cidbainn bem ae eh ae eR ene 

Commission conditions emergency interconnection order to assure that 
obligation imposed upon Northern will not constitute an ‘undue burden” 
and will not “impair its ability to render adequate service to its cus- 
tomers.”” Id 


Controversial questions relating to service by natural-gas companies 
are within Commission’s power to hear, adjust, and decide. Tezas Gas 
Transmission Corp sae De 

Inadequacy of Texas Gas’ facilities is proximate cause of its difficulty in 
meeting demands of its “full requirements contract customers’”’ such as 
indians: Glat., | £6 sne0dadidabatelelivintlicinnabeeditnicsd een 

Panhandle has at all times performed its contract with Texas Gas and 
has discharged its obligation under the contract and its duty under the 
‘“‘Grandfather’’ certificate as it relates to such contract andsale, Jd-..-.--- 

Commission directs Trunkline Gas Co. to establish connection of its 
interstate transmission facilities with those of applicant and to sell and 
deliver n&tural gas to applicant on finding that public interest requires 
granting of such request. City of Fairfield, Illinois 
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Under section 7(a) of Natural Gas Act, Manufacturers Light & Heat Co. 
and Home Gas Co., subsidiaries of Columbia System, are ordered to estab- 
lish physical connection and sell natural gas to Bangor and Citizens com- 
panies and to Crystal Gas Co. upon findings that such interconnections 
are in the public interest and will not impair ability of Manufacturers 
and Home to render adequate service or place an undue burden on com- 
panies. Warwick Gas Corp 11 FPC 

Section 7(a) of Act authorizing connection unless it “would impair 
ability to render adequate service to its customers’ construed to include 
only measurable impairment, not one so small as to create only de minimus 
effect. 

Section 7(a) of Act does not intend that impairment of ability to serve 
be measured by requirements of existing customers in perpetuity as against 
present and future public convenience and necessity of new or other qual- 
ified customers. 

Application under section 7(a) of Act to require Atlantic Seaboard to 
enlarge its facilities to serve New River Gas Co. dismissed without prejudice 
upon finding that (a) New River does not have necessary State authoriza- 
tion to serve and hence is not qualified applicant; (b) Seaboard’s ability 
to serve existing customers would be impaired; (c) proposed industrial 
sales are not required by present or future public convenience and neces- 
sity; and (d) economic feasibility of plan is not shown. 

Commission finds that Rockland’s proposal is economically feasible 
under section 7(a), since the record shows (1) that no burden will be 
placed on present customers of applicant, and (2) the effect upon Rock- 
land’s net utility return by reason of the proposed operation will be only a 
fraction of 1 percent. Atlantic Seaboard Corp 

Commission refuses to condition order to require applicants to prove that 
they have successfully financed their projects and contracted for their con- 
struction, because the Commission has no authority to regulate these 
Louisiana municipalities in any respect. Town of Colfar, La__.. 12 FPC 

Commission orders Colorado Interstate to establish and maintain physical 
interconnection of its transportation facilities with those of Kansas- 
Colorado, and to sell to Kansas-Colorado through such physical conneetion 
not in excess of 500,000 Mef of natural gas per year. Kansas-Celoradu 
GHG, FAR S SE Te sca. Beis cece eens Cede ce cunec eh set ee 12 FPC 

Commission directs Trunkline pursuant to section 7(a) of the Natural 
Gas Act to establish and maintain physical connection of its transportation 
facilities with those of Central Illinois, and to deliver and sell natural gas to 
Central Illinois. Central Illinois Public Service Co 

Commission does not allocate gas to listributor because of lack of 
evidence as to the best route, the potential load and a clear showing of 
economic feasibility. Northern Natural Gas Co 

Capacity of pipeline, as calculated by application of the Weymouth 
formula, is inadequate to serve Shenandoah’s requirements without 
impairing service to other customers. Shenandoah Gas Co 

Public interest will best be served if the additional volumes of gas in- 
volved in this proceeding are made available to the gas-consuming public 
served by Northern, without imposing limitations or restrictions on the 
sale of gas for off-peak purposes. Northern Natural Gas Co__.. 13 FPC 

Company should not be allotted as firm gas any gas destined for industrial 
use, where amount available for distribution is limited. 
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Natural gas used for space heating in dual-fuel appliances is not firm 
service but off-peak or interruptible service. Missouri Public Service 
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Commission has authority to direct that initial natural gas service be 

afforded to a new community as a condition to any certificate granted, even 

where pipeline does not propose to sell gas to additional customers or to 

sell greater quantities of gas on an annual basis to existing customer. 

Texas Eastern Transmission Corp-_........-------+------------ 13FPC 998 
Since Panhandle’s sale of interruptible gas to Citizens Gas Fuel for 

resale to Bridgeport will require the use of a lateral wholly for jurisdictional 

purposes, the cost of construction of this lateral should not be charged to 

Citizens Gas Fuel or to Bridgeport, and payments already made should 

be treated as contributions in aid of construction. Panhandle Eastern 

Pipe lit Cé@csyack olcasdass.. «~¢iniigetasueadaat 2indt totais 13 FPC 315 
There is no warrant for imposing any requirement on Tennessee that it 

locate its proposed pipeline in such a way that Newton’s lateral would be 

only 3% miles long or that Tennessee be required to construct at its own 

expense any portion of such necessary lateral line in excess of 3% miles. 

Trequote Gas Citeisieias oo. ac dan ili Caekehelindesisica. wae 13 FPC 508 
It is not necessary under section 7(a) of the Natural Gas Act to permit 

a pipeline company to serve the increasing requirements of its present 

customers before requiring it to serve customers in other communities. 

Shenandoah Gas Ces ois fcasiek. sclucisietsudccedanbesett 13 FPC 589 
Section 7(a) of the Natural Gas Act is not an appropriate vehicle whereby 

one natural gas company, because it also engages in local distribution, may 

obtain from another natural gas company sufficient volumes of gas to 

enable it to engage in operations other than local distribution. Jd_....._.- 595 
Commission under section 7(a) of the Natural Gas Act directs Trunk- 

line to make connection of its facilities with those of applicants and to 

deliver and sell natural gas to applicants. Town of Flora, Ill... 13 FPC 684 
State Commission orders respecting distributor’s allocation of gas have 

no effect upon allocation made in the first instance by the Commission to 

the distributor. Shenandoah Gas Co__......-..-------------- 13 FPC 580 
Public convenience and necessity require that firm service be rendered 

to Owens-Corning by Transco based on evidence that this gas is dedicated 

to a superior use, involving substantial national defense considerations, and 

that other fuels are not suitable for this purpose. Transcontinental Gas 

Pige lite Coteus Secictiscewe ieee ua istic aioe 14 FPC 4 
It is not in the public interest to direct a second natural gas company to 

render base load service to a distribution company, where there is only a 

relatively small saving in purchased gas costs to the distributing company. 





Técas Bisa: Trensmistign Got cock i. co ees 14FPC 120 
Commission directs Manufacturers to provide the additional volumes of 
gas requested by UGI at the new delivery points. Jd_......-..----..-- 122 


Commission authorizes service under section 7(a) of the Natural Gas 
Act by Panhandle to Northern Indiana and prescribes temporary service 
rules and regulations for Panhandle’s system. Panhandle Eastern Pipe 
Line Céauusieuis tics. eee i. Jule dolitee dda ae 14FPC 199 

Commission sets forth criteria which must be met under section 7(a)’s 
prescription of ‘“‘necessary or desirable in the public interest.” Panhandle 
Batters Pigs TAR COs cos SS BADR 15 FPC 70, 1425 
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With respect to financing by means of revenue bonds, debt service 
coverage ratio is a factor of considerable importance in evaluating financial 
and economical feasibility of section 7(a) applicants. 70, 1427 

Commission issues certificates of public convenience and necessity under 
section 7 of Natural Gas Act to American Louisiana and Michigan Wiscon- 
sin to construct and operate facilities described in their applications and 
authorizes the allocation of the 300,000 Mef per day initial capacity of the 
American Louisiana project between Michigan Consolidated and Michigan 
Wisconsin except for a reservation of 80,000 Mcf of natural gas to meet 
the estimated needs of interveners and section 7(a) applicants seeking gas 
from the applicants herein. American Louisiana Pipe Line Co_. 15 FPC 

Commission reopens the proceedings involving section 7(a) applicants 
to allow them to present further evidence in support of the economic and 
financial feasibility of their respective projects. Panhandle Eastern Pipe 
Line Co P 15 FPC 

Commission has no authority to eliminate discrimination by conditioning 
a certificate authorization under section 7(e) of Natural Gas Act to require 
applicant to enlarge lateral facilities. Jd $b tee 

A company may not lawfully defeat the rights of applicants under 
section 7(a) of the Natural Gas Act by contractual commitments of its 
system capacity to the future service requirements of existing customers. 
United Gas Pipe Line Co 15 FPC 

Commission does not have authority under Natural Gas Act to require 
applicant: (1) to construct a local distribution system, (2) to request the 
State Commission to cancel its order revoking the authorization granted 
to applicant to construct and operate certain natural gas facilities, or (3) to 
reverse the State Commission or preempt the area of its authority. Mid- 
South Gas Co 

Commission in a certificate proceeding under section 7 of Natural Gas 
Act has no authority to compel applicant to extend its services into a 
totally different area of the state as a condition precedent to the certification 
of the project proposed by applicant. Montana- Dakota Utilities Co. 16 FPC 

Commission directs Panhandle and Trunkline to establish connections 
with the facilities of and to make sales to certain applicants, and reopens 
the record to allow some of the section 7(a) applicants to present further 
evidence in support of the economic and financial feasibility of their 
respective projects. Village of Franklin, Ill Jocu 025.2 Ti RRO 

Commission direcis Texas Gas to interconnect its transportation facilities 
with the facilities of applicant and to sell natural gas to applicant but 
conditions certificate to require applicant to obtain a State certificate 
prior to commencing the construction of its natural-gas system. City of 
Central City, Ky 18 FPC 


Commission directs Trunkline under section 7(a) of the Natural Gas Act 
to establish and maintain physical connection of its transportation facilities 
with the facilities of applicants and to sell natural gas to applicants. City 


of Clinton; Heysjss0c wie. sadiwseus Jus i 18 FPC 

Commission severs two dockets from these consolidated proceedings and 
directs Panhandle under section 7(a) of the Natural Gas Act to establish 
physical connection of its transportation facilities with the proposed 
facilities of Central Illinoisand Ohio Gas.. Town Gas Co. of Illinois. 18 F PC 
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Petition, filed pursuant to section 16 of the Natural Gas Act, to amend 
certificate previously granted to Trans-Continental Gas Pipe Line Co., 
Inc., granted since record indicates proposed change in design of the facilities 
will effect no change in the volume of proposed deliveries or anticipated 
revenues thereon nor the economic feasibility of the project. Since the 
various gas contracts have been extended to April 1, 1951, and the deliveries 
of steel are such that it appears that the project can be completed by that 
date, it is in the public interest that certificate heretofore issued be modified 
so as to extend the date of completion of the project to April 1, 1951. 
Trans-Continenial Gas Pipe Line Co. . 2. .022 ~~ 22.5 ee cee ne - cen en 7 FPC 

Commission amends under section 7 of Natural Gas Act certificates of 
public convenience and necessity issued under previous orders. Kansas- 
Nebraska Natural Gas Co 12 FPC 


Granting of petition to amend is in public interest, because of necessity 
that customers whom Northeastern has been authorized to serve not be 
inconvenienced by delay in obtaining natural gas service. Northeastern 
Gas Trememiasion C6. 445<wenlen sain adueendde<teeceeinetens 10 FPC 





4. CompetTinG INTERESTS. 


Congress did not intend this Commission generally to weigh the broad 
social and economic effects of the use of various fuels. Section 7(c) of 
the Natural Gas Act makes it the duty of the Commission to safeguard 
the convenience and necessity of the public as it may be affected by 
proposed extensions or construction of facilities for the transportation of 
natural gas to markets in which natural gas is already being served by 
another natural-gas company. Kansas Pipeline & Gas Co______- 2 FPC 

In making a choice between the two applicants each of whom is qualified, 
financially and in ability and experience to construct, install, and operate 
the project, the Commission found that the public convenience and 
necessity would be better served, both now and in the future, by the issue 
of a limited certificate for a period of five years, or for the present war 
emergency, whichever is longer, to Panhandle whose estimate of cost was 
lower, in view of the fact that Ohio Fuel might not be free from the 
restraining effects of a federal injunction and proposed the project only as 
a war emergency measure. Ohio Fuel Gas Co__._______-~- sus. OPPO 

Evidence shows conclusively a demand by consuming public, especially 
domestic users, for natural gas rather than oil, wood, or coal, and inter- 
vening labor, coal and railroad interests do not show that it would be in 
the public interest to deny such consumers the use of natural gas. Mis- 
sissippi River Fuel Corp 

Motion of Panhandle Eastern Pipe Line Company to dismiss applica- 
tion of Michigan-Wisconsin on ground that Commission is without power 
to deprive Panhandle Eastern of its ‘grandfather’ rights by issuance of 
certificate of public convenience and necessity to applicant and on Pan- 
handle’s ability and applicant’s inability to perform service proposed, 
denied, Michigan-Wisconsin Pipe Line Co_..._....--- fase uo Orr 

Natural Gas Act and legislative history thereof show clearly that it 
would be contrary to public policy that Panhandle Eastern should have 
monopoly rights as claimed and Commission is without authority to 
grant monopoly certificates, ‘“‘grandfather” or otherwise, to any natural-gas 
company; and no company can acquire any monopoly right or privilege 
by virtue of any certificate issued by Commission. Jd____..-_......-.-. 
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Commission held that one company holds certificates from Commission 
authorizing it to transport gas to and sell such gas for resale in specified 
cities, does not of itself preclude Commission, upon a proper showing, 
from authorizing another company so to transport and sell natural gas 
in the same general area. 

Objections of intervening coal, railroad, dock and labor interests based on 
economic impact of operation of applicant’s proposed project upon inter- 
veners present only one of factors to be taken into consideration in 
Commission’s determination. Id_..........--..-------2----~--2---- ek 

Panhandle Eastern, even after approval by Commission of certificate 
applications resulting in increased capacity, found unable, under prevailing 
conditions, to meet ever-increasing demands on its systems as a whole, 
and during present winter period unable to meet its entire firm demands. 


market served for continued rendition of service beyond term of an exist- 
ing contract to exclusion of others who may show that public interest 
would be served by either substitution or necessary augmentation of 
service or both. Id 

A “grandfather” certificate is not intended to be unlimited, but is 
subject to future regulation under provisions of Natural Gas Act, and the 
holder of a ‘‘grandfather’’ certificate, after termination of existing contract 
with distributing company, cannot claim right to preempt territory and 
service privileges without submitting to test of broad public interest. 


There is no showing in record of prospective financial loss to Panhandle 
Eastern in event of modification of its present deliveries in Detroit and 
Ann Arbor markets. 

While Panhandle Eastern’s “grandfather” certificate gives no exclusive 
right to serve market for all time, certain continuity of service should be 
preserved if possible, and Panhandle Eastern’s rights to serve natural gas 
for resale in Ann Arbor districts up to December 31, 1951, should be gov- 
erned by pattern of service rendered by it, particularly since December 15, 
1940, and also by obligations imposed upon it by its existing con- 
tracts with Michigan Consolidated, the purchasing distributing company. 


Under Commission’s orders, there is available to Panhandle Eastern 
the opportunity to continue to make deliveries to Michigan Consolidated 
after December 31, 1951, on terms and conditions not only substantially 
similar to those now in effect but in many respects more favorable. Upon 
termination of contracts with Michigan Consolidated, Panhandle Eastern 
is given opportunity to deliver and sell gas to it in keeping with its pattern 
of service for either years 1942 or 1945 or the average volume delivered 
and sold to it during the period 1942-46, and, in event additional gas is 
needed, such additional gas as may be required to maintain adequate 
service in Detroitand Ann Arborareas. Jd_.___...._....-----.-----.-. 73, 74 

Commission not persuaded that certificate authorized constitutes any 
impairment of markets of interveners Tennessee Gas Transmission Com- 
pany and Panhandle Eastern Pipe Line Company. Tezas Eastern Trans- 
mission Corp 
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In view of the fact that there is an alternative proposal to provide 
Chattanooga with initial supplies of gas, which the record shows will be 
needed at an early date, the Commission conditioned its order to require 
East Tennessee to complete its line to that city not later than October 1, 
1949. East Tennessze Natural Gas Co__......-----..----------- 7 FPC 

The evidence submitted by representatives of coal, railroad and labor 
interests in opposition to East Tennessee’s application for a certificate to 
the effect that, the authorization of the proposed project would result in a 
loss to the interveners in revenues, wages, and employment is outweighed 
by the evidence that the general interest of the State will be served by the 
ee | a oe ee, ee a a a a ee a 

The economic impact of the relatively small and decreasing displace- 
ment of coal resulting from a project capable of transmitting 340,000 Mef 
of natural gas a day should not be serious as compared to the relatively 
large saving in oil as well as the estimated saving to the distributing com- 
panies which will redound to the benefit of the customers. The factors 
favoring the project outweigh the possible disadvantages leaving no 
question but that the public interest will be served by authorization of the 
proposed project. Trans-Continenial Gas Pipe Line Co_-..-..----- 7 FPC 

The position taken by Texas Eastern Transmission Corporation that 
the granting of a certificate to applicant would have a disruptive effect on 
the orderly and economic development of its own system to meet market 
requirements of the Eastern Seaboard area and would have a detri- 
mental effect on the potential natural gas consumers in the area to be 
served by it is without merit. Texas Eastern is not entitled to preempt 
such markets nor is such prospective monopoly in the public interest. 
Interveners, coal, labor, and railroad interests, have not shown that 
applicant’s proposed project would not be in public interest; certificate of 
public convenience and necessity authorized. Transcontinental Gas Pipe 
Commonwealth, rather than Piedmont, authorized to serve Tidewater 
area because of its ability to provide service proposed and fair and equitable 
plan of such service. Commonwealth Natural Gas Corp_-..---.----- 9 FPC 

Fact that displacement of coal would have adverse effect on coal and 
railroad industries would not alone be determinative as to whether cer- 
tificate should issue in a proceeding where considerations of broad public 
interest outweigh adverse effect natural gas service might have on com- 
POtI VG TUG. BO cncctecntiannin tints tenons ein catnaiienvnader en inbeitiaiaaiee 

Commission determines that issuance of a certificate either to North- 
eastern or Algonquin as applied for will not provide adequate and satis- 
factory natural gas service to New England at a reasonable cost; that 
there is extensive and needless duplication and overlapping of facilities in 
proposed projects; and that issuance of a certificate to either as applied 
for will render other applicant’s project infeasible. Tennessee Gas Trans- 
ECON CR ii cte widths mama amide amaate Wvabatliaiie 9 FPC 

Commission makes these findings so that applicants herein may without 
delay present to Commission a proposed integrated plan of service based 
upon evidence now of record which will meet public demand and need for 
natural gas in New England. Commission is prepared to reopen record 
forsupplementalevidence. IJd 
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CERTIFICATES—Continued 
4. CompeTING INTERESts—Continued 


Commission authorized Northeastern to serve part of New England 
market and denies its application as to remainder and determines that 
balance of markets in New England, as enumerated, should be served by 
Algonquin upon a showing by latter that it has adequate supply of natural 
gas to serve such markets. 

In considering three mutually exclusive applications, Commission is 
required to certificate company which can provide adequate service at 
reasonable cost after full consideration of all other pertinent factors, 
including applicant’s public utility experience. Frie Gas Service Co. 

10 FPC 

When evaluating merits of competitive applications, an important 
criterion to be considered is their respective costs of service which will be 
reflected in rates to ultimate consumers. 

Past performance of a public utility which demonstrates an awareness 
of its responsibilities to public is a determining consideration in granting 
certificate. Id 

Record supports finding of opinion, 9 FPC 271, that “two feasible 
projects to serve New England can be authorized to provide adequate 
and satisfactory service to the region at a reasonable cost,’’ and markets 
here not served by Northeastern would provide a reasonable project for 
Algonquin. United Gas Pipe Line Co 

Cost of gas to distributing companies which Algonquin is authorized 
to serve in New England will compare favorably with cost to purchasers 
from Northeastern, even though there are differences in terms and coén- 
ditions of service. IJd_- 


Northeastern, having dilre ady accepted certificate in writing and thereby 


undertaken full compliance with Commission’s opinion and order in 9 
FPC 271, held to have been thereafter precluded from challenging by sub- 
sequent application for a certificate, the merits of Commission’s prior 
determination as to division of New England market. Northeastern 
Gas Transmission Co-_- ---- : 10 FPC 


Northeastern having participated fully in hearings upon record of 
which Commission decided competitive aspects in docket Nos. G-1267 
and G—1329, it cannot later thwart disposition of competitor’s application 
by filing a second exclusive application. Id 

Motions to dismiss filed by Texas Eastern and Algonquin denied on 
findings that unqualified acceptance by both Algonquin and Northeastern 
of certificates granted to each removed any competition which might other- 
wise have existed between them, and conditions attached to certificate 
issued herein limit use of additional authorized capacity. Jd 

Public support cannot be an effective substitute for burden imposed 
upon applicant for certificate to meet statutory criteria and minimum 
standards, or an effective means to bridge differences in quality of showing 
by competing applicants in circumstances as here present. Grand River- 
Erie Gas Transmission Co 10 FPC 

After weighing effects of displacement of coal by natural gas against 
advantages to be had from use of natural gas by residents of area, it is 
found to be in public interest that natural gas be made available to com- 


munities in Maryland, Virginia, North Carolina and South Carolina. 
Carolina Natural Gas Corp 
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CERTIFICATES—Continued 
4. CompEeTING INTERESTS—Continued 


Public convenience and necessity warrant the interruptible sale of gas, 
even though there will be partial displacement of competitive fuel. Pan- 
handle Bastern Pipe Line Co 

Existing natural gas pipeline company is not aggrieved by the authoriza- 
tion of a new pipeline company to serve same area where existing company 
had not proposed to meet additional needs of customers in area to be served. 
American Louisiana Pipe Line Co__.-__-_-.---.---------4--+- 13 FPC 

Public interest will be served by providing the metropolitan New York- 
New Jersey area with the added security and reliability of a second wholly 
independent source of supply. Jroquois Gas Corp- ---~---- -. 18 FPC 

Commission finds that proposed settlement of competitive phase of 
this consolidated proceeding will be in the public interest. Jd__ = 

Considerations advanced by coal interests do not justify a certificate 
denial in this case, where the evidence definitely establishes a need for 
natural gas by the consuming public in these areas. Id z 

It is beyond scope of this decision to go into question of whether natural 
gas is cheaper than fuel at the power plant, or whether proper accounting 
between electric service and gas service has been proposed and used, since 
State Commission has approved the proposed service. Missouri Public 
Serehge: Ceti «ding Sch sini ciniotinn sateen Haein ape sie Sea 13 FPC 

Commission did not consider the competitive aspects of interveners’ oil 
interests as opposed to the operations of the Little Inch as an oil products 
carrier, but gauged only the impact of Texas Eastern’s venture into the oil 
products business upon the company, its customers, and the ultimate 
consumers solely from the standpoint of natural gas service. Tezas 
Bastera TORSO CORMRe <b acne wo ingticct cdndgie dadue csbad 14 FPC 

Commission finds that the many benefits which will result for all the 
people in applicant’s Montana service area will far outweigh any adverse 
effect which may be suffered by the coal industry. Montana Power 
COs isin ca pne tena vnculine thoes Gitta Puigin bith leet aad aiditn eee Flee 14 FPC 

Commission. finds that the claimed disadvantages to coal transportation 
and labor interests have not been established and that assuming their 
existence any such disadvantages are outweighed by the public benefits 
which will accrue from the proposed sale. Transcontinental Gas Pipe 
Dlat CORR ae sen at ii Cadi 00 5 iendn Benak dapitin talaga Sele ae 14 FPC 

Under the law stated in the Ashbacker case, a comparative hearing is 
required on applications which are competitive and mutually exclusive, 
but applicant may be denied a certificate without a comparative hearing, 
if the reeord’after giving, effect to all presumptions and inferences will not 
permit granting it. Midwestern Gas Transmission Co_- ~~~. -- 16 FPC 

Commission states that the “public includes the applicant, the coal and 
railroad interveners, and every other person in the area to be affected by 
applicant’s proposal, and the Commission decides that the overall benefits 
to be derived by the public as a whole from the availability of natural gas 
clearly outweigh any detriment that may result to the coal interveners or 
to any other affected group. Scranton-Spring Brook Water Service 
CO.36 ED de ascuewse ds dvelndchskss- sane 17 FPC 

Although competing economic interests are not disregarded in the Com- 
mission’s determination, a mere showing of economic injury to the compet- 
ing interest is not sufficient to foreclose the issuance of a certificate under 
section 7 of the Natural Gas Act. Transcontinental Gas Pipe Line 
is eos ie woncenen aennsne sae eusamdaian pci (ae ae 
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58 INDEX-DIGEST 


CERTIFICATES—Continued 
4. ComMpETING INTERESTs—Continued 


Economic loss to the coal interests is not in itself a valid reason for 
refusing a certificate of public convenience and necessity to a natural-gas 
company. Cities Service Gas Co 

Commission concludes that the Little Inch in products transportation 
service will not have an adverse substantive impact on the barge operators, 
nor will its association with Texas Eastern’s natural-gas business have any 
destructive or competitively unfair effects on them. Tezas Eastern 
Transmission Corp 


5. CoNnpDITIONS. 


Certificate conditioned upon issuance of certificates to Texas Northern 
and Louisiana Natural authorizing construction and operation of facilities 
necessary for sale of natural gas to Texas Gas. Texas Gas Transmission 


Certificate conditioned upon obtaining necessary authorization from 
Commission for construction of extension of present NewYork facilities 
to point of connection with applicant’s proposed facilities in Bay Ridge 
section of Brooklyn. Transcontinental Gas Pipe Line Corp 

Certificate issued to Texas Eastern conditioned upon requirement that, 
in event an order denies authorization to sell gas to Algonquin, Texas 
Eastern file application for certificate authorizing sale and delivery of 
difference between its total system sales capacity and total of sales and 
deliveries it is then authorized to make. Texas Eastern Transmission 


rs eu £4 THM OF 


Commission may make the issuance of a certificate of public convenience 
and necessity under section 7 of the Natural Gas Act conditional on the 
issuance of certificates in other proceedings. Tezas Illinois Natural Gas 
Pipeline Co 

Commission has authority to issue a certificate providing for such 
reasonable variations from the parties’ proposals as may be said to be 
fairly within their contemplation and are necessary or appropriate to 
carry out the provisions of the Natural Gas Act. Natural Gas Pipeline 
Co. of America 

The only hearing required to support the imposition of a reasonable 
condition to the issuance of a certificate is the hearing on the certificate 
application itself. Houston Texas Gas & Oil Corp 


See CERTIFICATES, 
6. CONVENIENCE AND NECESSITY. 


The Commission requires in determining whether present or future 
convenience and necessity requires or will require the construction or 
operation of proposed facilities for the transportation or sale of natural gas, 
that the applicants make an adequate showing of, among other things, the 
fixed charges to be met, the proposed schedules of rates to be charged, a 
comparison of those rates with those now charged by other natural-gas 
companies already serving the territory sought to be served, estimates of 
anticipated resources, and the feasibility of those rates to provide essential 
revenues. Kansas Pipeline & Gas Co 2 FPC 54, 55 
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CERTIFICATES—Continued 
6. CONVENIENCE AND Necgssity—Continued 


The term “public convenience and necessity’? must be determined on the 
facts and circumstances of each case. The various factors above discussed 
are minimum requirements on which applicants must make adequate 
showing. The term does not have the meaning of indispensably requisite, 
but rather a public need or benefit without which the public is incon- 
venienced to the extent of being handicapped in the pursuit of business or 
comfort or both, without which the public generally in the area involved is 
denied to its detriment that which is enjoyed by the public of other areas 
similarly situated. It connotes a reasonable necessity having regard to the 
convenience of the publicin the area involved and its welfare. 

The ‘public’ whose convenience and necessity are the subjects of 
inquiry is construed to be the public which exists in the area or territory 
proposed to be served, not merely the applicant nor those persons or towns 
who believe they would benefit from the proposed construction. Jd-_--__- _-- 

Where there is no existing natural-gas service, the convenience and 
necessity of the public in that area will be served by the introduction of 
that service providing that those who seek to render that service can meet 
certain minimum standards designed to secure such service on a continuous 
and adequate basis. 

Held, on an application for a certificate of public convenience and 
necessity under section 7(c) of the Natural Gas Act, that the applicants 
have not made a satisfactory showing on all the minimum requirements so 
as to enable the Commission to make the requisite statutory findings, and 
a further showing is required on certain enumerated points before a 
certificate will issue. 

The apparent need for additional sources of gas to meet the threatened 
shortage in the Appalachian area, and the availability of the reserves of 
one of the companies through the project, indicate that it would both 
serve in the present condition and be available in the future, thereby 
satisfying the requirements of the Natural Gas Act for the issuance of a 
certificate, especially as no opposition to the project was offered. Ohio 
Fuel Gas Co 

The Commission, finding an additional supply of natural gas to be 
needed in the Appalachian region to be served by the applicant’s proposed 
pipeline, gave applicant 60 days additional time within which to submit, at 
further hearings, evidence of firm commitments for the financing necessary 
to effect the proposed construction, firm commitments for an adequate 
supply of natural gas, and such other evidence as would meet the minimum 
requirements laid down by the Commission’s decision In the Matter of 
Kansas Pipe Line & Gas Company, 2 FPC 29, together with authorizations 
from War Production Board for the materials required in the proposed 
construction. Tennessee Gas and Transmission Co 

Certificate of public convenience and necessity authorized on applicant’s 
showing War Production Board approval of the proposed construction 
and authorization for required materials, firm commitments for an ade- 
quate supply of natural gas, and firm commitments for the necessary 
financing, on Commission’s finding that the proposed pipeline project is 
and will be required by the present and future public convenience and 
necessity. Id 
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CERTIFICATES—Continued 
6. CONVENIENCE AND NEcEssity—Continued 


Certificates of public convenience and necessity for construction of 
facilities for the transportation of natural gas in interstate commerce 
authorized on applicant’s showing War Production Board’s issuance of 
preference rating certificate, adequate and ample gas reserves, and firm 
commitments for necessary funds to complete the project, pending final 
financial arrangements, and on Commission’s finding that fuel requirements 
for vital war industries and civilian demands make it imperative that the 
natural-gas transportation shortage in the mid-continent area be relieved 
with all possible speed and that the construction of the proposed facilities 
is and will be required by present and future public convenience and 
necessity. Cities Service Transportation and Chemical Co_.------ 3 FPC 

Certificate of public convenience and necessity authorized over objec- 
tion of intervening coal, labor and railroad interests that only a limited 
certificate for the duration of the war ‘and six months thereafter should be 
issued, upon a showing of War Production Board approval; applicant's 
declining gas. reserves, serious shortage in the Appalachian region which 
will continue even after the war emergency, and present and future public 
convenience and necessity through preventing serious failure in applicant’s 
gas service. .- Hast Okto Gas Co_.... ae ww. SE 4 FPC 

Certificates of public convenience and necessity issued to Hope and 
New York State Natural to relieve the natural gas shortage caused by 
declining local production and reserves. Certificates granted subject to 
condition that, until further order of ‘Commission, facilities be used only 
for the purpose of enabling Hope and New York State Company to supply 
the requirements of named customers under existing contracts. Hope 
Naturalb@ae' Co. 2:3 id 21 cb be thes a Le 3 4 FPC 

On further hearing to determine whether, in addition to Consolidated 
project, public convenience and necessity require installation and opera- 
tion of the Columbia project, certificates of public convenience and 
necessity issued to applicants for Columbia project on showing construc- 
tion required within the near future to insure adequate service to present 
customers, more efficient operation of the system independently of need 
for additional capacity, additional requirements of one of applicants can 
be more economically supplied by its affiliates in Columbia system than by 
Consolidated system, undue burden could ‘be placed upon customers of 
Home and United Natural Companies if these companies were now com- 
pelled to purchase gas from Consolidated system subsidiaries on the terms 
proposed rather than from Columbia subsidiaries, and expressed opinion 
of War Production Board and New York Public Service Commission thai 
Columbia project should be authorized in view of requirements of war 
industries and other consumers in the area to be served. Jd._.._..___~- 

On rehearing, certificates of public convenience and necessity authorized 
on applicant’s showing War Production Board authorization to use critical 
materials required for construction; clear evidence of applicant’s ability 
to construct, finance and operate proposed facilities; that gas supplies 
available, as augmented through letter agreements with United and 
Southwest companies, will be adequate to serve customers for a consider- 
able period; insufficiency of present delivery capacity to meet adequately 
peak-day requirements of customers; that proposed loop line facilities 
would enable applicant to render more reliable service by maintaining 
partial service in event of break in one of the parallel existing lines; and 
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CERTIFICATES—Continued 
6. CONVENIENCE AND NeEcgssity——Continued 


Commission’s finding that proposed construction and operation of Lisbon 
line required for maintenance of adequate service to applicant’s present 
customers. Memphis Natural Gas Co___...-.-.---.---4++-++--- 4 FPC 
Certificate of public convenience and necessity for additions to existing 
line system of natural-gas company authorized on applicant’s showing 
War Production Board request for an approval of plan to previde additional 
capacity for the purpose of ameliorating next winter shortage of natural 
gas in the Appalachian area and its grant of a high preference rating for 
necessary critical materials; that natural gas supplies presently available 
in area are inadequate for the proper maintenance of essential domestic, 
commercial and industrial service; firm commitments for necessary 
financing; that its recoverable gas reserves would last more than 30 years; 
and a finding by the Commission that the construction and eperation of 
the proposed facilities is required by the public convenience and necessity. 
Panhandle Eastern Pipe Line Co_._._-.--2.-.-~-+-.-----+s+-.- 4 FPC 
Certificate of public convenience and necessity for certain additional 
facilities on existing pipeline system authorized on applicant’s showing 
War Production Board request that company install additional facilities 
for purpose of ameliorating shortage in Appalachian area and issuance of 
War Production Board high preference rating for required materials and 
equipment; adequate provision for necessary financing of additions auihor- 
ized; ability by proposed improvements to meet peak demands; and Com- 
mission finding that, during period of war emergency, proposed additions 
are required by public convenience and necessity, authorization for con- 
struction and operation to be limited, however, to the duration of the war 
emergency period only and to sales and deliveries pursuant to War Pro- 
duction Board directives, the facilities authorized not to be abandoned, 
removed or disposed of without approval of the Commission. Tennessee 
Gas and Transmission Co... ...-.-+2...-------+++-% Semon 44F PC 
Application for authorization to construct 95 miles of pipeline from San 
Salvador Field in Texas to connect with applicant’s present pipeline 
system, dismissed, without prejudice, since such project would not increase 
deliveries from applicant’s pipeline system, but represents rather a substi- 
tution of a portion of its present source of supply, its transportation costs 
would be excessive, and applicant has not secured necessary priorities for 
critical materials for construction of line. Jds..----...-.~--+--.----- 
Certificate of public convenience and necessity for construction and 
operation of pipeline and appurtenant facilities from the Carthage Field 
in Texas to the Monroe Field in Louisiana on applicant’s showing adequate 
available gas reserves, ability to finance entire cost of project from cash 
on hand or other current corporate funds, issuance by War Production 
Board of preference rating certificate, and on Commission finding that 
proposed delivery of increased supply of natural gas to Tennessee Gas and 
Transmission Company in Appalachian area will relieve existing shortage 
there and make possible maintenance of existing service to applicant’s 
customers served from the rapidly declining reserves in the Monroe Field 
in Louisiana and that publie convenience and necessity require construction 
of proposed facilities. Since certificate to be issued will contain specific 
limitations upon volumes of gas to be transported, there ean be no basis for 
complaint by interveners with respect to capacity installed in advance of 
need therefor. United Gas Pipe Line Co_........-..-.--------- 4 FPC 
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CERTIFICATES—Continued 
6. CONVENIENCE AND NeEcgsstry—Continued 


Certificate of public convenience and necessity for construction and 
operation of facilities issued to applicant, which will become a natural-gas 
company upon completion and operation of proposed facilities, on showing 
of inadequacy of its present manufactured-gas plant and undependability 
to meet present and future system requirements, ability to finance from 
cash on hand, that proposed substitution of natural for manufactured gas 
will assure applicant’s customers of the maintenance of adequate gas 
service at lower rates, and a finding that the benefits to the public in the 
area to be served far outweigh the potential losses asserted by interveners, 
which at best are highly conjectural. Wisconsin Southern Gas Co. 4 FPC 

It is for the Commission to determine whether it is contrary to public 
interest to permit a company subject to its jurisdiction to operate its 
system for the purposes proposed. City of Detroit._......------ 5 FPC 

Certificate of public convenience and necessity issued to applicants, 
authorizing the construction and operation of additional pipeline facilities 
to provide increased capacity on findings that (a) additional pipeline ca- 
pacity is necessary to supply estimated future firm requirements in the areas 
served and expected demands in new market areas; (b) future needs of 
communities justify the proposed increase in pipeline facilities; (c) the 
proposed new facilities will increase applicants’ pipeline capacity; (d) the 
proposed method of financing almost exclusively by debt securities bearing 
interest at the abnormally high interest rate of 6 percent in this instance 
would not adversely affect the public interest; (e) adequate gas reserves and 
potential deliverability to supply contract requirements until 1960 or 
longer exist; and (f) applicants are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act and requirements, rules, and regulations of the Com- 
mission thereunder. Natural Gas Pipeline Co__.-.-.-.--.------ 5 FPC 

Where the proposed project will, among other considerations, serve 
only one market of any consequence, lacks the sometimes conflicting 
interests present in major certificate proceedings before the Commission, 
and can adequately serve the public, since there is evidence of available 
natural gas reserves and deliverability for the ultimate capacity of the 
proposed pipeline for 30 years, Commission will grant certificate of con- 
venience and necessity. Fl Paso Natural Gas Co__..-...------- 5 FPC 

Certificate of public convenience and necessity issued to applicant, a 
natural-gas company, on findings that (a) the proposed facilities will be 
financed out of cash on hand; (b) public convenience and necessity require 
the facilities to insure against interruption of service; (c) the company’s 
pipeline system should be supplied by several sources in order to obtain 
diversity and flexibility necessary to meet any contingency which may 
cause interruption of service; (d) the proposed construction will promote 
conservation and permit improved production practices by reducing daily 
withdrawals from fields supplying applicant to more desirable rates of 
flow; (e) a market will be created for casinghead gas now being vented into 
the air; (f) applicant is in a position to operate the proposed pipeline at its 
full capacity; (g) the proposed facilities will be operated at no increased 
cost of gas to applicant’s customers; (h) the proposed project will make 
available adequate sources of gas‘supply and substantial reserves; (i) since 
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CERTIFICATES—Continued 
6. CONVENIENCE AND Necgssrry—Continued 


former proceeding denying, without prejudice, permission to construct the 
proposed facilities (4 FPC 293, 61 P.U.R. (N.S.) 341) applicant has aug- 
mented its gas supply to the extent that will now permit economical opera- 
tion of the project; and (j) the proposed pipeline will traverse highly 
productive natural-gas area, making available additional gas reserves at a 
later period. Tennessee Gas and Transmission Co__-__-.-------- 5 FPC 

In a proceeding under section 7 of the Natural Gas Act as amended, 
certificate of public convenience and necessity issued to applicant, on 
findings that (a) the property and facilities proposed to be acquired are 
used in the transportation and sale for resale of natural gas in interstate 
commerce; (b) the continuation of natural gas service to towns in New 
York, is required by the public convenience and necessity; (c) the effect 
of the proposed transaction will be to substitute applicant as supplier of 
gas to present wholesale customers of distributing company; (d) additional 
natural. gas from applicant is necessary to enable a second distributing com- 
pany to supply normal requirements of 1946-1947 winter season and to 
increase its capacity by conversion to straight natural gas; (e) the facilities 
proposed to be acquired and constructed will enable applicant to handle 
volume of gas necessary to meet existing and new demands; (f) gas can be 
supplied to meet demands of existing and proposed new customers by 
company production, and purchases; (g) applicant will be able to finance 
the purchase and construction of facilities by funds realized from proposed 
issuance of capital stock to its parent; (h) applicant is able and willing 
properly to do the acts and perform service proposed and to conform to 
Natural Gas Act and rules and regulations of Commission; and (i) the 
proposed acquisition, construction and operation of facilities, and sales 
of natural gas are required by public convenience and necessity. New York 
Ktate - NapGr el Gea Cree. 6 22. SAS at. set 5 FPC 

In a proceeding under section 7 of the Natural Gas Act, as amended, 
application for certificate of public convenience and necessity to authorize 
construction and operation of pipeline facilities in the State of New York 
for straight natural gas service, in lieu of mixed and manufactured gas 
service, dismissed, without prejudice, on finding that applicant had not 
sustained burden of proof that the proposed change is required by public 
convenience and necessity. Central New York Power Corp_-_----- 5 FPC 

In a proceeding under section 7(c) of the Natural Gas Act, as amended, 
certificate issued to applicant, authorizing the construction and operation of 
additions to applicant’s existing pipeline system, on findings that (a) pro- 
posed facilities will be operated as integral part of applicant’s natural gas 
transmission system and utilized for the transportation and sale of gas in 
interstate commerce for resale for ultimate public consumption; (b) the 
proposed additional facilities to be used to increase the estimated sales of 
applicant’s pipeline system are required to meet estimated demands; (c) 
an adequate source of gas supply is available to applicant to meet the 
estimated increased demands upon its pipeline capacity; (d) the proposed 
facilities are adequate to deliver additional natural gas per day; (e) the 
estimated construction cost appears reasonable; and (f) the applicant is 
able to finance the proposed construction. Mississippi River Fuel 





Page 


155 


185 


194 








ers rs FA FY F 


® 















































64 INDEX-DIGEST 


CE RTIFICATES—Continued 
6. CONVENIENCE AND Necessrry—Continued Page 


Section 7(e) of Natural Gas Act provides for issuance of certificate if it 
is found that certain statutory prerequisites are met, among which is 
finding that proposed construction, operation, etc., ‘‘is or will be required 
by the present or future public convenience and necessity’’; and section 
7(g) empowers Commission “‘to grant certificates of public convenience 
and necessity for service of an area already being served by another 
natural-gas company.’’ Michigan-Wisconsin Pipe Line Co_-.--.-- 6 FPC 32 

1942 amendment to section 7(c) of Natural Gas Act had its derivation 
from section 206(a) of the Interstate Commerce Act, and rights and 
privileges regarding ‘‘grandfather’’ and ‘‘non-grandfather’’ certificates, as 
developed by courts with respect to section 7 of Natural Gas Act, have 
been in keeping with judicial constructions relating to Interstate Com- 
merce Act. (Kentucky Natural Gas Corporation y., Federal Power Com- 
mission; 450 ‘By 201218) i scddes auisudiwais 36 sas suriewd wlaavewkedeueses 62 

Section 7(g) of Natural Gas Act applies whether existing company 
operates pursuant to ‘grandfather’ or ‘‘non-grandfather’’ , certificate. 

Id... -asistiontseW Gok ous beunies td esee-seicaev was <a lindas 4H 63 

“‘Grandfather”’ certificate privileges should not extend beyond; ‘“‘sub- 
stantial parity’’ with operation, service, transportation or sale actually 
performed on February 7, 1942... Idi.n- s.42--+-2--ses4ne de -nnee of de 63 

Certificate issued to applicant, a ‘‘natural-gas company’’ within meaning 
of Natural Gas Act, authorizing construction and operation of additional 
facilities to existing natural gas pipeline system designed to increase 
delivery capacity on findings (a) of public need, demand and market for 
increase proposed; (b) that intervening distributing companies will require 
more gas from applicant’s system than amounts authorized to be delivered; 

(c) facts indicate about a 20-year gas supply to meet projected increases if 
all applicdant’s purchase contracts remain in force; (d) .proposed new 
facilities will increase applicant’s system capacity by 219,000 Mef per day; 
(e) applicant is able to finance construction of facilities involved. Ten- 
nessee Gas and Transmission Co__.......---------+------4+--- 6 FPC 135 

Certificate of public convenience and necessity issued to applicant, 
authorizing construction, maintenance and operation of approximately 47 
miles of 6-inch pipeline interconnecting two of its presently existing trans- 
mission lines in State of Nebraska, on findings that (a) proposed line will be 
financed out of current funds; (b) applicant proposes to continue existing 
rates; (c) gas reserves from which applicant now procures its gas and from 
which it intends to supply the markets to be served by. proposed facilities 
now exceed its reserves as they are shown in records of earlier proceedings 
before Commission; (d) applicant will be unable to meet increased demands 
on presently existing line serving growing alfalfa dehydration industry 
without increasing capacity of that line; (e) natural gas is only fuel that 
can be used competitively for dehydration purposes; (f) installation of 
proposed line is most convenient and economical way in which needed 
capacity ean be obtained. Kansas-Nebraska Natural Gas Co.,Ine..6FPC 240 

Certificate issued to applicant, authorizing construction and operation 
of sales meter station and pipe line, on findings that (a) purchasing distri- 
butor proposes to substitute natural gas for manufactured gas it now 
supplies to Danville consumers; (b)_requirements estimated to be 29,220 
Mef for 1947 increasing to 119,000 Mef by 1951; (c) increased gas reserves 
will enable applicant to meet demands of existing and proposed new con- 
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6. CONVENIENCE AND Necessiry—Continued Page 


sumers; (d) conversion of distributor from manufactured to natural gas 
will assure an adequate and efficient supply; (e) people of Danville through 
their Mayor and Chamber of Commerce urge proposed conversion author- 
ized by Public Service Commission of Kentucky. Tennessee Gas and 
Transmission Co____-- ce es da ee ia oa Ee 6 FPC 244 
Certificate issued to applicant, authorizing it to construct and operate 
transmission pipe line, on findings that (a) proposed pipe line will be inter- 
connected at several points with applicant’s existing Colorado Wyoming 
line which it will supplement and furnish an additional route for trans- 
portation of gas from Denver area to Cheyenne, Wyo.; (b) additional pipe 
line capacity is necessary to enable applicant to supply existing demand 
which it was unable to meet; (c) adequate supplies of gas will be available 
from sources controlled by Colorado Interstate in Hugoton Field in Kansas; 
(d) early completion of portion of line will enable its use for storage pur- 
poses during winter 1947-48 providing supply to meet critical peak 
demands; (e) facilities will be constructed under contract and financed 
principally through loans from insurance companies; (f) applicant does not : 
plan to increase rates; (g) proposed facilities will permit greatly increased 
deliveries to Cheyenne area where problem of deliveries is most critical; 
(h) state and municipal authorities have urged that certificate be granted. 
Colorado-Wyoming Gas Co--__---- ht on Age Eig atic ghee ee 6 FPC 249 ' 
Public convenience and necessity does not require construction and ' 
operation of one-mile connecting pipe line by applicant, so that it can be ‘ 
substituted for Panhandle Eastern in rendering natural gas service to 
towns now served by latter, since applicant has proposed that it will 
continue to take gas from Panhandle to serve those towns until, in a 
proper proceeding, it presents proof that, Panhandle is willing to discontinue 
GUGH SOEVIER. FRUITION CIO OO oe i euniivin paste ine ~israej eee oOo 
Certificate issued to applicant, authorizing construction, maintenance, 
and operation of certain additional compressor units, etc., and installation, 
relocation, and operation of others, on findings that (a) applicant has 
sufficient market demands for additional gas to require use of proposed 
additional equipment; (b) estimated construction costs are both reasonable 
and adequate; (c) proposed additions will be financed by sale of common 
and preferred stock pursuant to authorization from Securities and Exchange 
Commission; (d) resulting estimated net income is more than adequate 
and will have no adverse effect upon existing earnings, rates, and services; 
(e) applicant has gas reserves assuring it of a supply for over 25 years on 
annual take of 20 million Mef. Kansas-Nebraska Natural Gas Co., 
Me aka Ps Seattes Bete ad Songs eee .-. 6 FPC . 261 
Proposed transportation and sale of natural gas by Virginia Gas and 
Commonwealth is required by public convenience and necessity, therefore 
transportation and proposed sale of natural gas by Tennessee to United 
Fuel is required by public convenience and necessity and certificate issued. 
Commonwealth Natural Gae Corn. ..... = -s.--<9----e------<<-<-e-= 9 FPC 83 
Authority is given to Commission, in passing upon certificate applica- 
tions, to authorize “the whole or any part’’ of any of projected expansion 
by natural-gas company, which, after public hearings, is found to be 
required by public convenience and necessity. Mississippi River Fuel 
saa gl htt Su stink clo: Weel ca a 9 FPC 





rvrt FA Ft F 


3 


66 INDEX-DIGEST 


CERTIFICATES—Continued 
6. CONVENIENCE AND NEcEssity—Continued 


Commission finds that public convenience and necessity require ade- 
quate and satisfactory natural gas service at a reasonable cost in the New 
England area, but that service proposed by Northeastern and Algonquin 
in their respective applications does not meet this test of public convenience 
and necessity. Tennessee Gas Transmission Co.........-.------ 9 FPC 

Commission authorizes Tennessee to construct and operate facilities 
applied for on findings that proposed service is required by public con- 
venience and necessity and Tennessee is able and willing to construct 
facilities and render service proposed. Jd__..--......---------------- 

Commission believes it is in public interest to authorize Lake Shore to 
acquire, construct, and operate facilities applied for, and to supply natural 
gas to specified distributing companies. Erie Gas Service Co.._.. 10 FPC 

Commission issues certificate to United Gas Pipe Line, authorizing 
construction and operation of proposed facilities on findings that (a) 
facilities proposed are reasonably adequate and necessary for service to be 
rendered thereby; (b) estimates of construction costs appear to be reason- 
able; (c) estimates of market requirements are reasonable; and (d) applicant 
has sufficient gas supply. United Gas Pipe Line Co__.--------- 10 FPC 

Commission issues certificate to Texas Eastern for construction and 
operation of facilities on finding that (1) there is a market and need for 
proposed service; (2) facilities will be reasonably adequate to render pro- 
posed service; (3) estimated costs, based on experience, are reasonable; (4) 
proposed plan of financing is reasonable; and (5) project is economically 
DO: Hi achat cack detecit snipe Bani canta s eemaghie mtipel ance ailiiad 

Public support is not an effective substitute for burden imposed upon 
applicant for certificate to meet statutory criteria. Grand River-Erie Gas 
i, TET ie tienereeae een ele erepeecasae neve ts ARN pes: 10 FPC 

Certificate issued to Transcontinental authorizing construction and 
operation of proposed facilities on finding that Transcontinental is qualified 
applicant within meaning of section 7 of Natural Gas Act and that pro- 
posed construction and operation are required by public convenience and 
necessity. Carolina Natural Gas Corp...........--..-.--.-..- 10 FPC 

Certificate issued to Piedmont Natural authorizing construction and 
operation of proposed facilities on finding that Piedmont Natural is a 
qualified applicant within meaning, of section 7(e) of Natural Gas Act 
and that proposed construction and operation are required by public 
CURNEIIOE BI IIIET s. Bhs dita cen eta nce neannn node ane an eaes 

It is not in the public interest to grant Northern Natural a certificate 
providing for contributions by new communities to the cost of branch 
lines to provide natural gas service to them. Northern Natural 
aches aa chin tate nen cane iia nena epee eal ack bana nes 13 FPC 

Commission denies Panhandle’s certificate application to serve Monroe 
Paper on finding that the proposed service will not be in the public interest 
in that city considered asawhole. Panhandle Eastern Pipe Line Co. 13 FPC 

The requirement of section 7(e) of the Natural Gas Act is not met 
merely by a showing of convenience to an applicant or lack of any disad- 
vantage to the public. Olin Interstate Corp._......-.--------- 
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CERTIFICATES—Continued 
6. CONVENIENCE AND NEcEssity—Continued 


Commission did not require applicant to prove in this proceeding the 
relative merits of future expansion on its system. TJezas Eastern Trans- 
wnbdetes COWL) ss dich baling once Cerpebhhio net aathne dees 14 FPC 

In determining what is the “public” whose convenience and necessity 
are the subjects of inquiry, Commission conceives that ‘‘public’’ to be the 
public which exists in the area or territory proposed to be served, not 
merely the applicants or those persons or towns who believe they would 
benefit from the proposed construction, but the phrase does not embrace 
the public of the whole nation. Id 

Commission’ refuses to consider an alternative proposal not submitted 
by an applicant, because they could not compel construction and operation 
of facilities pursuant to such alternative proposal if the company chooses 
to abide by the exact proposal submitted tothe Commission. Jd________- 

Commission finds that the exchange arrangement between Pacific 
Northwest and El Paso, under the peculiar facts and circumstances in 
this case, has been justified and is shown to be in the public interest, 
despite the lack of designations of specific sources of gas for a particular 
customer. Pacific Northwest Pipeline Corp__.......-...------ 14 FPC 

Commission construes the “‘public’”’ whose convenience and necessity 
are the subjects of inquiry to be the public which exists in the area to be 
affected by the proposed abandonment or construction and service. 


Cibies A I COS oe skint ~ tenn sate Sein an ee 14 FPC 
Commission: considers not just the present but the future convenience 
and necessity as well. Natural Gas Pipeline Co. of America_____- 17 FPC 
A finding that service is “indispensably requisite” is not encompassed 
within the terms of “public convenience and necessity.” Transcon- 
Séttental. Gan Pitta 1000 SOR gna cette shine ok setae nudetinilcae 17 FPC 


Commission finds that the conversion of the Little Inch to petroleum 
products will not constitute any violation either of the letter or policy of 
the antitrust statutes. Texas Eastern Transmission Corp__--__-_-- 17 FPC 

Commission finds that reconversion of the Little Inch to the trans- 
portation of petroleum products will be consistent with national defense 
plans. °Fasioe bowtie bs . eu Sueeoursescic baie bm 


7. DURATION. 


Commission-issués limited ‘certificate to Panhandle for a period of five 
years, or for the present war emergency, whichever is longer. Ohio Fuel 
NE CUittes 3 witha ten ata acbibe meme etee rece 3 FPC 

Certificate of public convenience and necessity authorized over objec- 
tion of intervening coal, labor and railroad interests that only a limited 
certificate for the duration of the war and six months thereafter should 
be issued, upon a showing of War Production Board approval, applicant’s 
declining gas reserves, serious shortage in the Appalachian region which 
will continue even after the war emergency, and present and future public 
convenience and necessity through preventing serious failure in appli- 
cant’s gasservice. East Ohio Gas Co___.........-..-------- ames ae ne 

Certificate conditioned on facilities not being used to supply gas to any 
new customers, and abandonment of service prohibited without Com- 
mission approval, notwithstanding any contract provisions for termination 
of deliveries. Panhandle Eastern Pipe Line Co_._._..--.-------- 4 FPC 
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CERTIFICATES—Continued 
7. Duration—Continued 


Certificate of public convenience and necessity for certain additional 
facilities on existing pipeline system authorized on applicant’s showing 
War Production Board request that company install additional facilities 
for purpose of ameliorating shortage in Appalachian area and issuance 
of War Production Board high preference rating for required materials 
and equipment; adequate provision for necessary financing of additions 
authorized; ability by proposed improvements to meet peak demands; 
and Commission finding that, during period of war emergency, proposed 
additions are required by public convenience and necessity, authorization 
for construction and operation to be limited, however, to the duration of 
the war emergency period only and to sales and deliveries pursuant to 
War Production Board directives, the facilities authorized not to be aban- 
doned, removed or disposed of without approval of the Commission. 
Tennessee Gas and Transmission Co meas 4 FPC 

Certificate of public convenience and necessity, limited to the period of 
the war emergency, conditioned so that the rate to be charged for addi- 
tional deliveries of natural gas shall yield only a 6%% return upon appli- 
cant’s investment in the proposed additions to existing compressor stations, 
plus depreciation and operating expenses, and submission of all sales con- 
tracts to the Commission for prior approval. Id 

Commission issues certificate of unlimited duration where transportation 
contract is limited to a five-year period. Algonquin Gas Transmission 

14 FPC 

Any certificates granted to Sunray should be without time limitation, 
since cessation of service may be authorized only in a proceeding initiated 
under section 7(b) of the Natural Gas Act. Sunray Oil Corp 


Mere fact of the contract term is not sufficient justification for limiting 
the duration of a certificate. Continental Oil Co 


8. Factrities. 


Fact that applicant is already operating its system under a ‘‘grand- 
father’’ certificate does not negate necessity for further authorization to 
install and operate additional compressor units. Such additional facilities 
increase the quantity of gas to be transported and sold by applicant in 
interstate commerce and facilities are subject to Commission’s jurisdiction 
because used for transportation and sale for resale of natural gas in 
interstate commerce (5 FPC 416, 417). Kansas-Nebraska Natural Gas 


Unauthorized construction of Scurry County line considered not to be 
deliberate attempt to flout Natural Gas Act when magnitude of activity 
in that new area considered. San Juan Pipe Line Co___----.--- 9 FPC 

Substantial facilities proposed to be leased and operated by applicant 
as parts of its natural gas pipeline system, subject to jurisdiction of Com- 
mission, have been constructed without opportunity being afforded 
Commission to scrutinize project prior to construction, contrary to intent 
and purpose of Natural Gas Act and they may not be used for transporta- 
tion and sale of natural gas in interstate commerce without Commission’s 
authority. Mississippi River Fuel Corp RRS. i x 5% 

Acts of applicant in constructing and operating additional compressor 
capacity, without authorization of Commission are violations of provisions 
of section 7 of Natural Gas Act, and appear to constitute willful violations 
within meaning of section 21(a). Id 
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CERTIFICATES—Continued 
8. Facitit1es—Continued 


It is duty of Commission, where there is evidence of apparent violations 
of Natural Gas Act, to transmit, in accordance with section 20(a), to 
Attorney General of United States evidence of these violations for his 
consideration regarding proceedings which should be instituted. Id 

Decision of presiding examiner to effect that illegal use by Northern of 
facilities authorized voided certificates issued in that docket reversed, and 
continued rendition of service by Northern to Smelting through use of 
facilities certificated in these proceedings permitted and approved by 
Commission. Metropolitan Utilities District of Omaha 

Construction and operation of a pipeline lateral which is (1) 390 feet in 
length, (2) connected to a ‘“‘natural-gas company’s” interstate transmission 
pipeline, and (3) requires to transport and deliver gas to a direct sale 
industrial consumer, found to be a facility for the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission 
under section 1(b) of Natural Gas Act. Panhandle Eastern Pipe Line 


Construction and operation of pipeline laterals which are (1) connected 
to ‘natural-gas company’s” interstate transmission pipeline, and (2) 
required to transport and deliver gas to direct sale industrial consumers, 
found to be facilities for transportation of natural gas in interstate com- 
merce, subject to jurisdiction of Commission under section 1(b) of Natural 
Gas Act. 

Construction and operation of measuring station and other measuring 
equipment which will be an integral part of pipeline system found to be 
facilities for transportation of natural gas in interstate commerce subject 
to jurisdiction of Commission under section 1(b) of Natural Gas Act. 

652, 658 

Construction and operation of regulating stations in Vermillion County, 
Ind., and Poke County, Ind., which will be an integral part of pipeline 
system for transportation of natural gas in interstate commerce, held to 
be subject to jurisdiction of Commission under section 1(b) of Natural 
Gas Act. 

Northern is required to file a certificate application authorizing con- 
struction and operation of facilities it contends fall within exemption 
provisions of section 2.55 of Commission’s rules, or establish that a certifi- 
cate is not required. Northern Natural Gas Co 

Replacements of pipelines made by Ohio Fuel which increased daily 
delivery capacity of section of line constitute “facilities” requiring certifi- 
cate of public convenience and necessity even though replacements did not 
result in substantial enlargement of capacity of entire system. Ohio 
Fuel Gas Co 11 FPC 

Section 2.55(b) of Commission’s rules and regulations does not permit 
capacity of delivery increase by replacement of facilities of “branch” 
or “terminal market” lines without certificate merely because such capacity 
increase does not appreciably change company’s aggregate over-all system 
capacity. Id 

Jurisdiction over ‘‘transportation of natural-gas in interstate commerce” 
includes authority to determine whether utilization of replacement or new 
facilities to make direct industrial sale may impair ability of natural-gas 
company to continue adequate service to its customers. 
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CERTIFICATES—Continued 
8. Facrtitres—Continued 


Commission decides facilities constructed by Ohio Fuel are within 
certificate requirements of Natural Gas Act, and are net exempt from section 
7 as “replacements” within the meaning of section 2.55(b) of Commission’s 
rules ang PeStIeME 186. Wn os we dat etinm sehen aneerencweseyes 

Facilities here involved are additional facilities to provide added capacity 
to deliver gas to the Applicant’s existing markets at the same points of 
delivery, and thus do not constitute ‘facilities which will be utilized for the 
delivery of natural gas at new delivery points’’ under section 2.55 of the 
Commission’s rules and regulations, which provides for an exemption from 
the requirements of section 7 of the Natural Gas Act. Jowa-IIlinois 
Gas & Electric Co _---- ae oa a a ce hl POL es Sot Be Sue On SD 12 FPC 

The installation and operation of the fuel measuring station with ap- 
purtenant connections, used for the measurement of gas to be sold for use 
as fuel in the extraction and chemical plants, are facilities for the trans- 
portation of natural gas in interstate commerce. Panhandle Eastern Pipe 
PRD i BN a i eee oe el A ak ee ee ree, 12 FPC 

The proposed extraction plant and the facilities incidental to it are not 
facilities for the transportation of natural gas in interstate commerce. 

Applicant’s pipeline is not a “branch line” within the meaning of sec- 
tion 2.55 of the Commission’s General Rules, because the rule is appli- 
cab'e only where there is involved the transportation of natural gas in 
interstate commerce to customers for resale. Jowa-Illinois Gas and 
TEU a a eh te ee eh ee ei wee aS oo 14 FPC 

Panhandle’s “‘repiping facilities’, which have enlarged the previous fa- 
cilities and increased the incremental capacity of the system are clearly 
“extensions of facilities’ within the purview of section 7(c) of the Natural 
Gas Act. Panhandle Eastern Pipe Line Co__...--.----------- 15 FPC 

Certificate authorization is not required for Panhandle to move addi- 
tional volumes of gas through its pipeline facilities by operating its lines 
i ORO SI I ia le nei ta ie ot i ae nae eee aman ae 

Commission will determine the question of what are the facilities of an 
independent producer natural-gas company which require a certificate of 
public convenience and necessity as sales facilities on a consideration of 
the function of such facilities and their relationship to the sale. _ Continental 
CO i i ea tates el are a ls alla os 16 FPC 

Commission denies Continental’s application for rehearing, but amends 
the examiner’s decision to provide for the certification of Continental’s 
adjustable choke valves, which are located in the immediate vicinity of 
the points of delivery of the gas in question to United. Jd_.._..----.-- 

Section 7(c) of Natural Gas Act in referring to “facilities” which must 
be certificated before undertaking construction or operation thereof, rea- 
sonably applies to those facilities which serve the function of effecting the 
Srbereteee 0000 OF WOTTNNIO. Fo bse naunenreseeanans 

Commission finds that certificates under section 7(c) of Natural Gas 
Act are required at least for the lengths of pipe from the separators to the 
points of interconnection with the lines of United and for a field com- 


pressor which is used to facilitate the movement of gas from two wells into 
the lines of United. 











INDEX-DIGEST 


CERTIFICATES—Continued 
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“Facilities” in section 7(c) of the Natural Gas Act reasonably applies 
to those facilitiés which serve the function of. effecting the interstate sale 
or transportation regardless of whether they also serve to effect produc- 
tion. Continental Oil Co 

Commission finds that the facilities of applicant lying downstream from 
the point of final commingling of the gas to the point of ultimate delivery 
into the facilities of United Fuel must be certificated under section 7(c) 
of the Natural Gas Act, and that the facilities upstream are in character 
and function, gathering facilities. Barnes Transportation Co_... 18 FPC 

Facilities of Texas Gas which must be certificated under section 7(c) of 
the act are those facilities lying downstream from the point of final com- 
mingling of the gas to the points of ultimate delivery into the facilities of 
pe OR Le a reir etttate ee: 18 FPC 

See also JURISDICTION, 3. Exemption 6. Natrurat Gas, TRANs- 
MISSION AND SALE FOR RESALE IN INTERSTATE COMMERCE. 

9. Factors. 

(a) Economic Feasibility. 

Applicants for certificates of convenience and necessity should show 
that the costs of construction of the facilities which they propose are both 
adequate and reasonable. Kansas Pipeline & Gas Co.__-_----- 2 FPC 

As the rates to be charged in the future should reflect cost, the original 
cost of construction must be reasonable. Jd_._...._--.----------+.---- 

When the certificate issues and construction is completed, an applicant 
will be required, in the public interest, to file with the Commission a sworn 
statement of the actual original cost of construction. Jd_.........-_--.-- 

In a proceeding by natural-gas company for certificate of public con- 
venience and necessity where record shows that proposed construction 
project is only in a formative stage, application is based upon “rough 
estimates” and ‘‘guesses’”’ and company has sufficient productive capacity 
to meet requirements for four or five years or more in the future, applicant 
has not sustained the burden of proving present or future public con- 
venience and necessity, and application will be dismissed without prejudice. 
Central: New: York: Power Corps. -c.cc - oidicas? sd ewieceuesc wi 5 FPC 

Applicant’s estimates of net investment, operating revenues and expense 
for each of first five years of operation considered by Commission to be 
adequate and reasonable as of time of preparation and for purposes of this 
proceeding. | Michigan-Wisconsin Pipe Line Co__...-.....-..-.. 6 FPC 

Trunkline possesses reasonably assured market which is adequate to 
assure economic feasibility of project. Trunkline Gas Supply Co__.. 8 FPC 

Construction and operation of additional facilities applied for are 
economically feasible. Tennessee Gas Transmission Co_____._----- 8 FPC 

Construction of proposed facilities will result in savings which will 
redound to public interest. Consolidated Edison Co. of New York, Inc. 8 FPC 

When record shows that estimated revenues will produce earnings 
sufficient to retire debt as proposed and meet interest and preferred divi- 
dend requirements, project is both financially and economically feasible. 
Transcontinental Gas Pipe Line Corp 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(a) Economic Feasibility—Continued 

Proposal by Commonwealth to serve Tidewater area found to be eco- 
nomically feasible and facilities adequate for service contemplated. Com- 
monwealth Natural Gas Corp 

Estimates of cost of proposed project, based on actual construction 
costs experienced by Natural Gas Pipeline Co. adjusted to reflect present 
cost of steel pipe and other conditions peculiar to a new line, found reason- 
able. Texas Illinois Natural Gas Pipeline Co nig cl siren 

Estimates of costs of facilities proposed to be constructed by applicants 
are based upon recent experience of these companies and found to be 
adequate and reasonable. Michigan-Wisconsin Pipe Line Co___.... 9 FPC 

San Juan line must be regarded as integral part of El Paso’s system; so 
regarded, maximum revenues will be in excess of allocated system cost, 
including a 6 percent return, and proposed project is, therefore, economi- 
cally feasible. San Juan Pipe Line Co 

Atlantic Gulf fails to sustain burden of meeting requirement of section 
7(e) of Natural Gas Act that applicant for certificate prove itself ‘‘able and 
willing properly to do the acts and perform the service proposed.” Atlantic 
Gulf Gas Co____- 

Where large volume of industrial gas is to be sold at price proposed by 
applicant it cannot reasonably be assumed that firm 10-year contracts 
can be negotiated with industrial customers. Jd 

As Kansas Pipe Line case involved service largely to domestic and com- 
mercial customers, it is no authority for applicant’s proposition that 
Commission may reasonably anticipate the industrial customers will sign 
firm 10-year contracts. 

Commission finds that Lake Shore has submitted satisfactory evidence 
that results of tests show its construction costs, rate base, or cost of service 
will not be higher than those which heretofore have appeared in record. 
Grand River-Erie Gas Transmission Co 10 FPC 

Commission concludes proposed project is economically sound without 
estimated revenue from sales to five named industrial customers. East 
Tennessee Natural Gas Co 

Project may be economically feasible, even though the rate of return 
during the initial years will be less than adequate, if thereafter the rate 
will provide a reasonable return. Algonquin Gas Transmission Co_ 12 FPC 

Commission denies South Georgia’s application for a certificate of publie 
convenience and necessity under section 7 of the Natural Gas Act on 
finding that the project is not financially feasible, because the whole 
thrust of the project is the subsidization of the large volumes of direct 
sales by the lesser volume of resale sales. Southern Natural Gas Co_.12FPC 

Commission finds that any increase in cost of service or decline in com- 
petitive fuel costs would result in Westcoast project being uneconomic. 
Northwest Natural Gas Co 13 FPC 

Commission determines that American Louisiana can sell natural gas 
at a price which will support the project. American Louisiana Pipe Line 
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9. Facrors—Continued 
(a) Economic Feasibility—Continued 


Applicant permitted to forego retail service upon showing that service 
to certain communities would be economically infeasible, even though 
deficiencies in revenues resulting from service would be so small as not to 
be an undue burden upon applicant’s other customers. Kansas-Nebraska 
Noeturel Ges ei; TGs. 65505 i644 os tet nso gn eemiad<nd dee 13 FPC 

Introduction of Pacifie gas into Colorado’ s system must be measured on 

a system-wide basis, and not on an incremental basis, in order to gain a 
correct view of the project. Northwest Natural Gas Co_____---- 13 FPC 

Applicant should be permitted to withdraw from economically infeasible 
service undertaken, but never put into effect, even though it would earn 
reasonable return on its services as a whole if proposed service were 
initiated: . D6 idBout Gale GOs. cis ciind on dsb sdcnnct wentenen 15 FPC 

(b) End Use. 

Since the Natural Gas Act does not authorize the Commission to regu- 
late rates for direct sales to industrial consumers, which class of sales 
furnishes the keenest competition to the coal industry, or to suspend rates 
for indirect sales for industrial purposes, the Commission is not vested 
with complete and comprehensive authority to act as arbiter over the end 
uses of natural gas, on basis of contention by interveners representing the 
coal industry that the use of natural gas for industrial and space-heating 
purposes constitutes a dissipation of natural-gas resources and threatens 
the coal industry with ruinous competition. Tennessee Gas and Trans- 
niesios Colo uc. Diisiel .. 10k cd. judaliedfe anes ak ba - fone 3 FPC 

Considerations of natural gas conservation are material to the issuance 
of non-“grandfather” clause certificates of public convenience and neces- 
sity under section 7 of the Natural Gas Act as amended. Hope Natural 
The divergent and conflicting positions taken by interveners, particu- 
larly relative to the end-uses and conservation of natural gas resources, 
pose questions beyond scope of instant proceeding calling for the general 
investigation of the natural gas industry instituted by the Commission’s 
order of September 22, 1944 (G-—580), and denial of the application for 
certificates would not afford satisfactory solution to problem. Memphis 
Neaterel Gee Gesi3 5. 2202 sap 2 2sinewed bas senekieinse > inhi: EPS 

Since proceeding does not involve construction of pipe line to provide 
service to new market areas, it is reasonable, in view of the conservation 
element introduced by intervening producing state, to condition certificates 
so that the facilities authorized shall not be used for the transportation or 
sale of natural gas to any new customers of applicant or United except 
upon specific Commission authorization. Jd:.__......-..------------- 

Although the Commission is without jurisdiction over a direct sale as 
such of natural gas to an industrial consumer, the Act does confer juris- 
diction over a natural-gas company within the meaning of the Act, and 
over facilities used by such company in interstate transportation or sale 
of natural gas for resale, especially to the extent necessary to enable the 
Commission to protect the adequacy of the company’s service to its 
customers. Panhandle Eastern Pipe Line Co__----- tok Sadtien sresa>- 5 FPC 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(b) End Use—Continued 


Present shortage of gas in general area to be served by Big Inch 
lines such that proposed interconnection to supply gas to electrie gener- 
ating plant under construction not justified. Texas Eastern Transmission 


Evidence offered by intervening coal miners, producers, and merchants 
did not show, but only assumed, that displacement of coal by natural gas 
will result in equivalent loss to them, nor did it show that proposed use 
to which additional gas will be put is uneconomical or contrary to public 
interest. Mississippi River Fuel Corp., 5 FPC 206, 213-215 followed. 
Mississippi River Fuel Corp__-_-__---- Z IU Ee. Leela FRO 

Because of the possible benefits whieh might be derived from the 
development of a storage project for the benefit of applicant’s customers, 
the public interest requires further study by the applicant with a view 
of entering into arrangements for the utilization of off-peak pipeline 
capacity. A comprehensive report of such study shall be submitted for 
Commission approval within two years. Trans-Continental Gas Pipe Line 


Request of Arkansas- Missouri Power Co. that Texas Eastern be required 
to supply natural gas for boiler fuel at its electric generating plant denied, 
upon showing that public need for such gas for general purposes precluded 
finding that public interest would be served by such condition. Tezas 
Eastern Transmission Corp_--_- ! .. 8 FPC 

Record does not justify requiring applicant to serve Inland and In- 
dustrial on firm basis, since this would result in reducing needed supply of 
gas that applicant proposes to make available to public utilities engaged 
in general distribution of natural gas to public. Tennessee Gas Trans- 
mission Co___- 4 .. 8 FPC 

It is not in public interest to authorize pipeline which would be largely 
devoted to supply of boiler fuel gas in view of evidence showing consider- 
able demand in area proposed to be served for gas for other uses. Com- 
monwealth Natural Gas Corp 

Commission finds record does not show that sale of natural gas 
by Texas Gas to TVA for use at its Johnsonville plant as boiler fuel is 
required by public convenience and necessity. Texas Gas Transmission 

10 FPC 

Request by Mississippi Power for order directing Texas Gas to sell and 
deliver natural gas for use as boiler fuel in proposed electric generating 
plant denied. Id_- 32 

Allocation of natural gas requested by Cincinnati Gas for resale to plant 
of Atomic Energy Commission denied because of its ability to provide this 
gas service by other means. Jd_____- fa SUUOLL oui u 

Certificate issued to Transcontinental Gas Pipe Line Cc orp. authorizing 
construction and operation of distribution facilities for sale of natural gas 
for “‘superior’’ industrial uses on finding that the public convenience and 
necessity so requires. T'ranscontinental Gas Pipe Line Corp._.._. 11 FPC 

Interruptible service to be rendered through proposed facilities is made 
subordinate to firm sales to applicant’s customers and to requirements of 
other natural-gas companies interconnected with the applicant’s system 
under emergency or exchange agreements. IJd__- 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(b) End Use—Continued 

Certificate issued to Transcontinental Gas Pipe Line Corp. authorizing 
construction and operation of sales meter station for delivery of “valley” 
gas to be used as boiler fuel on findings that applicant has gas available on 
an interruptible basis in, and reserved by Commission order to, the southern 
area of its system, and that gas delivered through such proposed facility 
will yield needed additional revenue without any substantial increase in 
operating 6606.) TO! £022 869 4 al cea ei aod tot x as 

Applicant should not be subjected to pecuniary loss merely because it 
cannot dispose of its reserved gas either on a firm basis for resale or on an 
interruptible basis for uses superior to boiler fuel. Jd.....___.-..------ 

Certificate issued to Panhandle Eastern Pipe Line Co. authorizing 
construction and operation of facilities for the transportation, delivery 
and measurement of natural gas on finding that applicant has a substantial 
volume of “valley” gas available from time to time for interruptible or 
dump service, and that efficient operation of applicant’s pipeline system 
requires an interruptible and dump load spread throughout the length of 
its system. Panhandle Eastern Pipe Line Co___- OU 276 Zack 11 FPC 

Public convenience and necessity require that delivery of gas through 
proposed facilities be limited to only such days as (1) no curtailment step 
is in effect on applicant’s pipeline system, (2) applicant has gas available 
in excess of its commitments to its other customers to whom gas is being 
sold on other than a temporary or dump basis, and (3) pressure conditions 
on applicant’s pipeline system permit deliveries of such excess or dump 
gas to Northeast Missouri Electric Power Cooperative. Id ints 

Certificate issued to Panhandle Eastern Pipe Line Co. authorising 
construction and operation of facilities for transportation, delivery and 
measurement of natural gas on finding that proposed delivery to General 
Motors and Glass Fibers will not jeopardize Panhandle’s ability to render 
adequate service to all its industrial customers, since Panhandle has a 
substantial volume of “‘valley”’ gas available from time to time for proposed 
interruptible service. Id UL ois dm'e 

Public convenience and necessity require that delivery ‘of gas through 
proposed facilities shall not exceed aggregate volume of 5,000 Mef per day 
on interruptible basis, and shall be limited to times when volume .is not 
needed to meet requirements of other customers receiving an. interruptible 
NN: Ta Sa cin Pa leh manos. 

Publie convenience and necessity require that delivery of gas through 
proposed facilities shall not exceed 1,500 Mef per day on interruptible 
basis, and shall be limited to times when volume is not needed to meet 
requirements of other customers receiving an uninterruptible supply. 
sess ead es haa eis tin adln tate estat Mila seangiaeiapeaec ae . 

The use of natural gas as boile ar ‘fuel is an inferior usage and should be 
permitted only on a positive showing that it is required by public conven- 
ience and necessity. Mississippi River Fuel Corp_______-_-- 12 FPC 

Public convenience and necessity under the Natural Gas Act does not 
require authorization of a sale by Mississippi of natural gas for use as boiler 
fuel for the following reasons: (a) the savings to the buyer and the advan- 
tage to its customers will be very slight; (b) the buyer’s plant can be suc- 
cessfully operated without natural gas; and (c) Mississippi cannot meet 
the demands of its customers for generally superior uses. Jd_ 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(b) End Use—Continued 


Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act to Texas Gas to construct and operate 
the sales meter station described in its application for the transportation 
and delivery of natural gas on an interruptible basis to Mississippi Power 
for use as boiler fuel. Texas Gas Transmission Corp 12 FPC 

Where public convenience and necessity for resale gas service is con- 
tingent upon whether boiler fuel gas is essential to make the resale service 
feasible, certificate may be issued. Missouri Public Service Co.. 13 FPC 

Additional volumes of gas should be made available to Northern’s cus- 
tomers, without imposing limitations or restrictions on the sale of gas for 
off-peak purposes. Northern Natural Gas Co 13 FPC 

Company should not be allotted as firm gas any gas destined for indus- 
trial use, where amount available for distribution is limited. 

Public convenience and necessity require that firm service be rendered 
to Owens-Corning by Transco based on evidence that this gas is dedicated 
to a superior use, involving substantial national defense considerations, 
and that other fuels are not suitable for this purpose. T'ranscontinental 
Gas Pipe Line Corp 

Commission conditions certificates granted to Pacific Northwest to pro- 
vide that Pacific Northwest should not sell such gas for interruptible in- 
dustrial use under any terms or conditions which will prevent the sale and 
use of such gas to meet new demands for firm gas. Pacific Northwest 
Pipeline Corp_--------- Mike ba Men patiiels Husbet qawbkwe sles 14 FPC 

Commission rejects argument that gas should be saved for higher 
priority uses than boiler fuel use in the generation of electricity on find- 
ing that this sale will not diminish Southern’s supply of gas available to 
its other customers. Southern Natural Gas Co 

Presiding examiner finds that detriments to the public which would 
result from authorizing Northern’s proposed operations outweigh such 
benefits as would flow therefrom for the following reasons: (a) the need 
for conservation of natural gas; (b) the substantially higher prices to be 
paid for the replacement of natural gas; (c) the fact that the sale would 
be below commodity cost; and (d) the fact that the displacement of coal 
by natural gas would result in substantial loss in revenue to the coal and 
related interests. Northern Natural Gas Co 

(c) Financing. 

Applicants for certificates of convenience and necessity should show 
that they possess adequate financial resources with which to construct the 
facilities for which certificates are sought, and an application may be dis- 
missed on an inadequate showing of financial ability. Kansas Pipe Line 


Since the exact character, nature and amount of the securities finally to 
be issued have not yet been determined, issuance of certificate conditioned 
upon Commission approval of final plan, including all agreements, char- 
acter and nature of the securities to be issued, cost of money, and consid- 
eration to be received for securities. Tennessee Gas and Transmission 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(c) Financing—Continued 


Since record does not reveal the character, nature and amount of the 
securities to be issued, issuance of certificates conditioned upon Commis- 
sion approval of final plan of financing, including all agreements, character 
and nature of the securities to be issued, cost of money, and consideration 
to be received for the securities. Cities Service Transportation and Chem- 
Upon completion of the proposed project and financing applicant will 
have 53-percent bonds, 13-percent bank loan and 34-percent equity re- 
lated to its total cost of plant less depreciation. Other applicants propose 
to finance their project from current funds supplemented by readily avail- 
able bank loans, and the eventual issuance of bonds under existing inden- 
tures allowing additional bonds to the extent of 66% percent of net bond- 
able property additions. Commission found that all three applicants 
possess sufficient financial resources with which to construct proposed fa- 
cilities to render planned service, and that over-all project can be financed 
on a reasonable basis, consistent with the public interest. Zl Paso 
Natural 'Gae Covi ios. 25 SS eh BSL Dee 5 FPC 

Applicant’s estimates of net investment, operating revenues and expense 
for each of first five years of operation considered by Commission to be 
adequate and reasonable as of time of preparation and for purposes of pro- 
ceeding. Michigan-Wisconsin Pipe Line Co___-......--------- 6 FPC 

Because of competitive bidding requirements imposed on applicant by 
S.E.C. and practical impossibility of securing firm commitments of full 
financial authorization prior to securing certificate from Federal Power 
Commission, held not necessary that applicant submit firm proof of its 
ability to finanee proposed project; but certificate issued conditioned upon 
securing necessary authorizations from Securities and Exchange Com- 
mission? |} 2@3 . Sone. ssU eb A OE ROLL Lee. 

Certificate of public convenience and necessity issued to applicant, 
a natural-gas company within the meaning of the Natural Gas Act, 
authorizing the construction and operation of facilities for the purpose 
of initiating natural gas service in the Cities of Chattanooga and Knoxville, 
Tennessee, and the communities commonly designated as Middle Tennessee 
and East Tennessee, upon condition that applicant submit for the Com- 
mission’s consideration in advance its plans of financing and its contracts 
for construction of facilities and the purchase of pipe therefor. East 
Pennesose Néedural Gao Co.2cs< cscccscecicc cl sveecseceew ced 7 FPC 

It appears that the proposed plan of financing is economically feasible 
but, since applicant has not entered into any firm commitments, the 
public interest requires that it submit a definite plan of financing for 
consideration by the Commission, including full description of the securities 
to be issued and the terms and conditions of the sale thereof. Trans- 
Continental Gas Pipe Line Co., Inc.....----------------------- 7 FPC 

The proposal to substitute Trans-Continental Corporation, a Delaware 
corporation, for Trans-Continental Co., a Texas corporation, is approved 
since the proposed plan of financing appears adequate and the proposed 
substitution will not affect the economic feasibility of the project and 
participating interveners offered no testimony opposing such substitution. 
Id 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(c) Financing—Continued 


Applicant has ability to finance construction in question and proposed 
operation iseconomically feasible. Texas Eastern Transmission Corp. 8 FPC 

Applicants have ability to finance proposed construction in terms of 
standard stated by Commission in Kansas Pipe Line Case, 2 FPC 29, 52. 
Texas Gas Transmission Corp 

Trunkline has not entered into firm commitments concerning proposed 
financing and since its plan of financing is not a final one, it is reasonable 
and in public interest to require submission of definite and firm plan of 
financing satisfactory to Commission, including full description of securities 
to be issued. Trunkline Gas Supply Co 

Certificate conditioned to require that debt securities be sold at open 
competitive bidding. Tennessee Gas Transmission Co 

Michigan-Wisconsin is financially able to construct facilities authorized 
and has complied with condition respecting matter of financing. Michigan- 
Wisconsin Pipe Line Co 

Financing of proposed facilities will present no unusual problem or 
result in any unwarranted financing costs that would be detrimental to 
public interest. Consolidated Edison Co. of New York, Inc 

Because of difficulties with which Montana-Dakota is beset in financing 
project, as well as need for prompt action towards augmenting company’s 
natural gas supply, it is in public interest to issue certificate. Montana- 
Dakota Utilities Co 

Each applicant has shown financial ability to pay costs of proposed 
construction. The Manufacturers Light & Heat Co 

Plan of financing a natural-gas construction program which would result 
in a capital structure of 72.2 percent first mortgage bonds, 4.2 percent 
bank loans, 10.9 percent convertible notes, and 12.7 percent common 
stock, held to result in too much debt and too little common equity. 
Transcontinental Gas Pipe Line Corp 

To insure improvement in capital structure, Commission conditioned 
certificate to provide that no dividends on common stock should be paid 
as long as debt ratio exceeds 75 percent or common equity is less than 
15 percent total capital or if common equity would be reduced below 
15 percent of total capital by payment of dividend. 

Term “total capital’? denotes long-term debt, short-term borrowings 
for construction purposes, preferred stock, common stock, and surplus 
from operations. 

When record shows that estimated revenues will produce earnings 
sufficient to retire debt as proposed and meet interest and preferred divi- 
dend requirements, project is both financially and economically feasible. 


Since applicant expects to begin operations prior to October 1, 1951, 
public interest will not be served by permitting interim notes to remain 
outstanding until January 1, 1953 before being converted into preferred 
stock and order so conditioned. Tezas Illinois Natural Gas Pipeline 


Record regarding prospective earnings, expenses and plan of finance 
submitted by applicant justifies finding proposed project is economically 
feasible and can be financed by applicant. 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(ec) Financing—Continued 


Since both applicants are subsidiaries of American Natural Gas Co., a 
holding company, financing operations are subject to jurisdiction of 
Securities and Exchange Commission and authorization of that agency 
required before such program of financing may be fulfilled. Michigan- 
Weeconetes-Fi tne Zit 6 Oho. is sss bo iiin ebickis wena pn nig aieiatekie done 9 FPPC 163 

Commission considers El Paso’s long-term debt of 79.23 percent too 
high and its common equity of 10.67 percent too low. San Juan Pipe 
Line Caaevilitintininpitints deuhl<=tinqusdsintihaeld deena 9 FPC 187 

Long-term debt of pipeline companies, such as El Paso, should not 
exceed 75 percent and common equity should aggregate at least 15 per- 
cent of total capital. Certificate conditioned to require El Paso to submit 
for Commission approval plan of financing which will meet these require- 
apente. 9) Tb os contin neendsc enn deseesniee<t seme sean «aces 187 

Commission considers it contrary to section 12 of Federal Power Act 
for securities of Lake Shore to be marketed through banking firm in which 
any of its officers or directors are interested and conditions certificate to 
preclude such a proposed marketing arrangement. Erie Gas Service Co., 


Page 





Proposed financing of facilities to be constructed by United is subject to 
approval of Securities and Exchange Commission. United Gas Pipe 
Lint COtsisashaenis sacisin> 3s <element neds bedeaela a 10 FPC 45 
Algonquin is able to finance construction of authorized facilities. 









Applicant recognizes that 90 percent of direct industrial business and 
75 percent of resale industrial business must be firmly attached before 
project can be financed or started. Atlantic Gulf Gas Co_....---- 10 FPC 83 
Applicant is in no present position to finance or construct proposed 
project, and before applicant will be able to finance project it must secure 
sufficient firm commitments to secure sale of gas to support such project. 
























Lake Shore found to have clearly demonstrated that it can finance cost 
of its project on a satisfactory basis. Grand River-Erie Gas Transmission 






Texas Gas required to furnish evidence as to its ability to obtain per- 

manent financing for construction cost of facilities herein authorized. 

Tezas Gee: Tramanianien Cart iss d ctricvindenniets Angetnien 10 FPC 405 
Common equity of natural gas company should amount to at least 

15 percent of total capitalization. East Tennessee NaturalGasCo.. 11 FPC 429 
Commission concludes project can be reasonably financed, even though 

firm and binding commitments are presently lacking and common equity 





is inadequate under proposed plan.. Jd__....-....-.----.-------------- 429 
Commission issues certificate conditioned upon submission of a defini- 
tive plan of financing in advance of construction. Jd_........-...-..---- 430 


Commission finds facilities proposed are reasonable adequate and that 
cost estimates are reasonable and within scope of Texas Eastern’s overall 
financing program. Tezras Eastern Transmission Corp_.......... 11 FPC 439 
Commission reaffirms position that under section 7 of Natural Gas Act 
the amount of common equity under an acceptable plan of financing must 
initially be at least 15 percent of capitalization. Permian Basin Pipeline 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(c) Financing—Continued 


The direct or indirect marketing of securities under a plan whereby a 
director of Permian may profit financially by reason of such marketing is 
contrary to public interest, and public convenience and necessity requires 
that any plan of financing must clearly show that such condition does not 
exist and did not exist at any time while the proposed plan was being 
formulated. 

Commission conditions certificate of public convenience and necessity 
under section 7 of the Natural Gas Act to require that a more specific and 
definite plan of financing be submitted with respect to the issuance of 
bonds and the proposed common and preferred stock issues. Gulf Inter- 
state Gas Co 

Certificate order conditioned to require company to file a satisfactory 
plan of financing. Texas Eastern Transmission Corp 13 FPC 

Common equity should amount to at least 15 percent and debt securities 


not greater than 75 percent of the total capitalization. Houston Texas 
Gas & Oil Corp 


See SECURITIES. 
(d) Gas Supply. 

Applicants who contend that “public convenience and necessity” re- 
quire or will require the construction of facilities for the transportation of 
natural gas must show that they possess a supply of natural gas adequate 
to meet those demands which it is reasonable to assume will be made 
upon them. In the instant case a firm contract committing such a reserve 
to the exclusive use of the applicant is required to be furnished to the 


Page 


Commission. Kansas Pipe Line & Gas Co 2 FPC 40, 41 

Since letter agreements relative to applicant’s future supply of natural 
gas provide that parties will enter into formal contracts covering arrange- 
ments set forth in such agreements, it was considered appropriate in the 
public interest that applicant be required to complete and file such formal 
contracts with Commission within 90 days. Memphis Natural Gas 


Application for authorization to construct 95 miles of pipeline from 
San Salvador Field in Texas to connect with applicant’s present pipeline 
system, dismissed, without prejudice, since such project would not in- 
crease deliveries from applicant’s pipeline system, but represents rather 
a substitution of a portion of its present source of supply, its transportation 
costs would be excessive, and applicant has not secured necessary priorities 
for critical materials for construction of the line. Tennessee Gas and 
Transmission Co 

The Commission found that applicant had available gas reserves ade- 
quate for 30 years to meet expected daily requirements of the proposed 
system in West Texas and New Mexico under contracts. with four large 
companies and by utilizing presently wasted Permian Basin oil well gas 
for about 75 percent of maximum requirement and taking the remainder 
from dry-gas fields. El Paso Natural Gas Co 

The proposed project of applicant meets the requirements of present 
and future public convenience and necessity in that it will utilize oil well 
gas which would otherwise be wasted, and no other pipeline company 
proposes to utilize such gas or to serve the proposed market. 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(d) Gas Supply—Continued 


In view of limited gas reserves which appear to be locally available, the 
companies’ policy of utilizing reserves over a longer period of time is not 
considered to be imprudent. City of Columbia, Ohio 

In evaluating evidence as to gas reserves, Commission must determine 
whether available gas supply is sufficiently adequate to support project 
for which certificate of public convenience and necessity is authorized. 
Michigan-Wisconsin Pipe Line Co 

Commission concluded that gas supply available to applicant and 
dedicated to service applicant proposes to render are adequate to supply 
and support facilities which it found should be authorized. Jd 

Record reopened for limited purpose of receiving in evidence certain 
supplemental agreements insuring that applicant would have reasonably 
adequate supply of gas for meeting requirements of proposed enlarged 
system. Tennessee Gas and Transmission Co 

Ample natural gas found available to meet present and future require- 
ments of applicant to full extent of pipeline capacity for which certificate 
is sought. Tezas Eastern Transmission Corp 

Petition by Southern Natural Gas Company to set aside the Examiner’s. 
decision denied, because it is clear that the design of the facilities is inade- 
quate and Southern Natural would lack the ability to attach as a new 
market and supply the requirements of the City of Chattanooga and at the 
same time supply fully the estimated natural gas requirements and markets 
presently on its system. Hast Tennessee Natural Gas Co 

Applicant’s gas supply is reasonably adequate for expanded operations 
involved in proceeding. Texas Eastern Transmission Corp 

Applicants found to possess supplies of natural gas adequate to meet 
those demands which it is reasonable to assume will be made upon them. 
Texas Gas Transmission Corp 

Trunkline held to have demonstrated that it possesses a reasonably 
adequate supply of natural gas with which to support its proposed project. 
Trunkline Gas Supply Co 

Applicant has sufficient supply of natural gas warranting issuance of 
certificate. Tennessee Gas Transmission Co 

Commission concludes that there will not be available to Michigan- 
Wisconsin gas reserves capable of providing proposed sales capacity for 
a period of years sufficient to justify project from standpoint of both con- 
sumer and investor. Therefore, Michigan-Wisconsin authorized to con- 
struct natural-gas transmission facilities which will provide sales capacity 
of 56,750,000 Mef annually, provided there is a market available for sale 
of those volumes of gas. Michigan-Wisconsin Pipe Line Co 

Natural gas reserves committed to Transcontinental sufficient to meet 
contractual requirements of applicants from Transcontinental for 20 
years and public convenience and necessity warrant introduction of 
natural gas in metropolitan area of city of New York served by applicants. 
Consolidated Edison Co. of New York, Inc 

Commission finds that gas supply of Columbia System is adequate for 
service it proposes to render to Allentown, Consumers, Harrisburg, and 
Lancaster companies. The Manufacturers Light & Heat Co 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(d) Gas Supply—Continued 
Applicant, having no gas producing acreage of its own, has secured 
additional and amendatory contracts for purchase of gas sufficient to 
supply project for period of 20 years. Transcontinental Gas Pipe Line 


To warrant issuance of certificate Commission must be convinced that 
applicant has adequate gas supply available to it under favorable terms 
and that it proposes to and can economically deliver such gas in a manner 
and at prices which will be beneficial to all customers desiring and reason- 
able entitled to service in its proposed markets. Commonwealth Natural 


Application by Piedmont to construct and operate pipeline facilities 
denied insofar as it relates to service to Tidewater area of Virginia, since 
evidence presented does not support existence of adequate supply of gas 
for reasonable number of years. 

Record showing applicant has available to it minimum supply of natural 
gas one and a half times requirements of its proposed project for period of 
20 years found reasonably adequate to sustain requirements for such 
period. Tezas Illinois Natural Gas Pipeline Co_._.--.---------- 9 FPC 

Commission found gas supply available to Michigan-Wisconsin in gas 
reserves dedicated adequate and reasonably expected production therefrom 
sufficient to justify construction and operation of contemplated facilities. 
Michigan-Wisconsin Pipe Line Co 

Although it is in public interest to market flare gas, it imposes a difficult 
task on company to provide an ever-ready and adequate reserve of dry 
gas since flare gas is available wholly as result of oil production which 
normally does not coincide with peak demands for gas. San Juan Pipe 
Line Co 

Commission concludes that there is adequate supply of natural gas for 
15 years in San Juan Basin area dedicated and contracted to El Paso when 
San Juan line is operated as here proposed, for delivery of not in excess 
of 34 billion cubie feet annually to markets. Jd__......-.-------~-- a Seiad 

Applicant seeking authority to expand its facilities must show that it 
possesses a supply of natural gas adequate to meet for a reasonable future 
period those demands for firm service which it is reasonable to assume 
will be made to them, and section 7 of the Natural Gas Act requires such 
finding by Commission in certificate proceedings as condition precedent to 
issuance of a certificate. Mississippi River Fuel Corp 

Agreement between applicant and United Gas Pipe Line Co. whereby the 
latter agrees to supply applicant up to 210,000 Mef of natural gas per day 
cannot be considered as sufficient evidence that applicant will obtain a 
supply of gas adequate for its needs since no certificate has been issued to 
United to construct necessary facilities or to sell volume of gas to applicant 
covered by that agreement. Temporary certificate cannot be issued to 
applicant on basis of existence of such an agreement. Jd__.....-.----- 

Balance of markets in New England should be served by Algonquin 
upon showing that it has adequate supply of natural gas to serve such 
markets. Tennessee Gas Transmission Co 

Since certificates granted to United and Texas Eastern will make avail- 
able to Algonquin the volumes of gas it will require, Algonquin has com- 
mitments for supply of natural gas adequate to meet demand which it is 


reasonable to assume will be made upon its system. United Gas Pipe 
Line Co 
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CE RTIFICATES—Continued 


9. Facrors—Continued 
(d) Gas Supply—Continued 


Present. emergency supports previous decision that under all circum- 
stanees two pipeline systems should be certificated to serve New England 
area, thereby making fuel supply more secure in event of war. North- 
eastern Gan, Franeqmiesios Ce. cn nnectmnsnip -pectnmasdsacannasa 10 FPC 98 

Texas Gas found to possess new supplies of natural gas adequate to 
supply to its existing facilities, through North Tepetate-Bastrop line 
herein authorized, the present deficiency of 52,500 Mef per day. Tezas 
Gas Frengmsseien Cet Ra cass <n kein eke dente nah bes soit 10 FPC. 408 

Commission finds that Texas Gas has not shown there is available to it 
a supply of natural gas adequate to meet demands which will be made 
upon it with augmentation of its system capacity as proposed. Jd_....---- 409 

Certificate issued to Transcontinental authorizing construction and 
operation of proposed facilities on finding that Transcontinental is qualified 
applicant within meaning of section 7 of Natural Gas Act and that applicant 
has available supply of natural gas. Carolina Natural Gas Corp. 10 FPC 482 

Certificate issued to Piedmont Natural authorizing construction and 
operation of proposed facilities on finding that applicant possesses adequate 
outsphy of Tinta OA0s i BE. init an iti sin tinned Sabha endian 510 

Certificate issued to applicant authorizing construction and operation 
of proposed facilities on finding that there is need for such facilities and 
that sufficient natural gas supply is available. Southern Natural Gas 
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Certificates issued to El Paso authorizing acquisition, construction, and 
operation of proposed facilities used for interstate transportation and sale / 
of natural gas subject to jurisdiction of Commission on finding applicant ' 


has proven gas reserves adequate to support proposed service. El Paso ‘ 

Ne ING 065.455.4050 ne eaten tad 10 FPC 639 
Application of Nevada for certificate to construct facilities to connect 

with El Paso denied on finding that natural gas is not available for such 

werwhod teeta Tip Pin, | Ta is oc a cence nets acai Wate ale 642 
Certificate issued to Northern upon condition that Northern commit 

firmly its natural gas reserves to rendition of service authorized and that 

it not sell or transfer such gas reserves so long as it is economically feasible 

to produce natural gas therefrom for rendition of service to be authorized. 

Nevthert Gil Ge tis 5 nic che icin nti hed amine ain Siena 11 FPC 197 
In determining the adequacy of applicant’s gas supply the Commission 

should find with reasonable certainty that the dedicated gas reserves will 

enable the rendition of the authorized service for a period of years sufficient 

to justify the project from the standpoint of both consumer and investor, 

but it is not necessary to measure the gas supply by the rigid application 

of mathematical formulae. Texas Gas Transmission Corp__---- 11 FPC 265 
Commission rejects Northern’s substitute proposals under which it could 

substitute for those reserves which it controls any gas reserves which, in 

its judgment, constitute “substantial equivalent.” Acceptance of such 

proposal would not be in keeping with intent and purpose of Natural Gas 

Act which makes determination of adequacy of gas supply the responsi- 

bility of Commission. Northern Natural Gas Co__....--.------ 11 FPC 404 
Further, Commission felt that Northern’s proposals failed to assure con- 

tinued availability of gas supply which was minimal at beginning. 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(d) Gas Supply—Continued 


Commission amends its order issued in 11 FPC 174 by modifying con- 
ditions relating to Northern’s commitment of its natural gas reserves to 
performance of increased service. 

Order modified to accord Northern Natural freedom of action in future 
on well trades, exchanges or leases of wells provided they are patterned 
on past operations, and it specifies that prior Commission approval shall 
only be necessary when Northern Natural wishes to undertake a transac- 
tion affecting reserves which is substantially different from its prior opera- 
tions. 

Commission finds additional supplies of gas are required by Texas 
Eastern to replace its declining supplies in Louisiana if its system is to 
operate at its peak-day capacity in future. Tezas Eastern Transmission 


Estimate of reserves submitted on behalf of Texas Eastern is reasonable 
summarization of existing gas reserves. 

Commission issues certificate on finding that Wilcox has made satisfac- 
tory showing of sufficient gas supply. 

Commission denies application under section 7(e) of Natural Gas Act 
because Texas-Ohio has neither shown that it has an adequate gas supply 
nor adequate markets to justify the project. Teras-Ohio Gas Co. 12 FPC 

Northern’s transfer of its wells and leases to Producing Co., its wholly 
owned subsidiary, and the repurchase of the gas underlying such wells and 
leases did not violate the terms of a prior Commission order prohibiting 
the alienation of any part of Northern’s gas reserves. Northern Natural 


Commission may re-examine the question of the adequacy of the gas 
supply available to applicant, even though the Commission has in previous 
certificate proceedings found the gas supply to be adequate. Algonquin 
Gas Transmission Co 

Two separate transmission systems bringing gas into a remote area, al- 
though their sources of supply are in essentially the same area, are more 
reliable than a single pipeline system bringing gas into the area to be 
served. 

Commission modifies examiner’s decision to provide for further hearings 
on United’s application for a certificate of public convenience and neces- 
sity under section 7 of Natural Gas Act, which application had been denied 
by the examiner, because United has not proven the existence of sufficient 
available gas reserves. United Gas Pipe Line Co 

It would not be in the public interest to permit the importation of 
natural gas as the sole source of supply for customers in need of an unin- 
terruptiblesupply atareasonable price. Northwest Natural GasCo_ 13 FPC 

Commission discusses the evidence necessary to show adequate gas re- 
serves to meet requirements of proposed natural gas pipeline system. 
American Louisiana Pipe Line Co 

Certificate authorization conditioned to require American Louisiana’s 
suppliers to fully comply with the Natural Gas Act, as interpreted by the 
Phillips decision, before American Louisiana may commence construction 
of the project. 
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9. Facrors—Continued 
(d) Gas Supply—Continued 


Claimed 18-year gas reserve life is not proper, where based upon as- 
sumptions that existing service agreements will not be renewed upon ex- 
piration of their terms, and that purchases by several of Tennessee’s large 
customers will be made at annual load factors substantially less than 100 
percent, Zregueta: Gen Gates nec ine mr ocaeepene trae wpeaeene 13 FPC 

Cities has an adequate supply of natural gas to render proposed service, 
unless and until its exchange arrangement with Panhandle is cancelled or 
modified by this Commission. Missouri Public Service Co__._-- 13 FPC 

Commission issues certificate of public convenience and necessity under 
section 7(c) of the Natural Gas Act to Shenandoah condition on Shen- 
andoah obtaining gas on a firm basis in another Atlantic Seaboard pro- 
ceeding, but denies section 7(a) application filed by Shenandoah. Shen- 
MOTT GO i aia ni in nd 5 ctwsseincecwsaees pees 13 FPC 

California companies do not have the right to preferential treatment in 
relation to all of the San Juan reserves, since Commission must consider 
the needs of people in all areas. Northwest Natural Gas Co_.... 13 FPC 

In the absence of applications by the proposed producer suppliers, no 
favorable action could be taken upon the respective pipeline certificate 
applications. American Louisiana Pipe Line Co_....._.......... 13 FPC 

Absent producer supplier certificate application, it cannot be found that 
applicants have an adequate supply of gas. Texas Gas Pipe Line Corp_ 13 FPC 

Commission concludes that Transco has proven recoverable gas reserves 
adequate to meet its present plus proposed service, and that it is not 
necessary to evaluate more precisely the non-flow tested reservoirs. TJ'rans- 
continental Gan: Pine Lane COR ins - tives bacineen <atden dive eee 

Commission defers action on a portion of El Paso’s proposal to exchange 
gas, because El Paso has failed to show its ability to deliver the required 
volume of gas. Pacific Northwest Pipeline Corp__........._....... 14 FPC 

Applicant has failed to prove the availability of a supply of gas sufficient 
to serve the Ralph Green station without rennIne its ability to serve its 
other customers. Cities Service Gas Co___._____._.. ST ig cat, 14 FPC 

Public interest requires maintenance of reserve life index at highest 
permissible level. Alabama-Tennessee Natural Gas Co____-_- 14 FPC 

Commission is not empowered by the Natural Gas Act to negotiate gas 
purchase contracts for the pipeline companies subject to its jurisdiction. 
FO... Dhismtueniens tad eterna Bidar centadlh 

Southern’s purchase of gas from United at a price higher than the 
present average cost of gas is found to be an economically advantageous 
purchase, in consideration of the contract terms, the public convenience 
and necessity requiring an increase in gas supply and in daily deliver- 
ability, and the steadily increased demands upon Southern’s system. 
United Gas Pipe Line Co__----__-__-_- 15 FPC 

Intervener is not precluded from contesting, in the instant proceeding, 
applicant’s showing as to gas reserves because (1) this evidence does not 
constitute a collateral attack on a previous administrative determination, 
(2) res judicata does not operate here, and (3) intervener is not estopped 
because this evidence was not introduced in the prior proceeding. Texas 
Eastern Transmission Corp--- 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(e) Initial Rates and Tariff Provisions. 


Certificate of public convenience and necessity, limited to the period 
of the war emergency, conditioned so that the rate to be charged for addi- 
tional deliveries of natural gas shall yield only a 6% percent return upon 
applicant’s investment in the proposed additions to existing compressor 
stations, plus depreciation and operating expenses, and submission of all 
sales contracts to the Commission for prior approval. Tennessee Gas 
and Transmission Co 

Commission stated that applicant’s proposed block-type rate structure, 
claimed to give consumers the full benefit of storage features of its project, 
should be given further study; and conditioned order upon applicant’s 
submitting schedule of rates satisfactory in form to Commission within 
6 months from issuance of certificate. Michigan Wisconsin Pipe Line 


The certificate issued to applicant conditioned to require it to secure 
approval from this Commission of its proposed rates for the sale of natural 
gas for resale in advance of any such rates being placed in force and effect. 
East Tennessee Natural Gas Co 

Insofar as the applicant’s proposed tariff and contemplated operations 
‘would discourage or make impractical possible summer or off-peak. gas 
storage operations, they are not in the public interest. Applicant shall 
give further consideration with respect to tariff and operations and 
submit a tariff in a form satisfactory to the Commission at least 6 months 
prior to commencement of operation. Trans-Continental Gas Pipe Line 


Trunkline should submit proposed tariff, including rates, classifications, 
practices, rules, regulations, and service agreement for transportation of 
natural gas for resale, acceptable to Commission, together with supporting 
costs data, approximately 6 months prior to commencement of operations. 
Trunkline Gas Supply Co 

Northern Natural should continue its present practice of charging 
uniform demand-commodity form of rate for all sale-for-resale services on 
its main line system after it commences its purchases of gas from Trunk- 
line. 

It is reasonable and required by public convenience and necessity to 
attach to certificate eondition that will assure reasonable and non-dis- 
criminatory rates and charges for sale for resale service and transportation 
service proposed by Tennessee: Gas Transmission Co. Tennessee. Gas 
Transmission Co 

Certificate issued conditioned to require filing of tariff containing fixed 
and definite schedule of rates and charges within reasonable time prior to 
commencement of operations of facilities authorized. Michigan-Wisconsin 
PEDO GEES sonore cnn Saige = soected SEDI 3e 8 FPC 

New York facilities agreement is a transportation agreement under 
which each of applicants agrees to transport gas belonging to others for 
an annual charge and such contract is subject to filing as a tariff by each 
applicant but, as submitted, does not comply with rules relating thereto 
because not complete. Consolidated Edison Co. of New York, Inc. 8 FPC 

Grant of certificate to lease and operate facilities does not bind Com- 
mission to acceptance of lease rental payments in fixing rates or in deter- 
mining cost of transportation of natural gas pursuant to section 5(b) of 
the act. Montana-Dakota Utilities Co 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(e) Initial Rates and Tariff Provisions—Continued 


Proposed rates for first 3 years of operations are unreasonable since 
there are included, as items of expense, Federal income taxes which appli- 
cant will not be required to pay and rates of return estimated are in excess 
of 6 percent per annum which Commission considers reasonable. Trans- 
Continental Gas Pipe Line Corp._._-...-.----+---1------2---4- 9 FPC 

Reasonable initial firm service rate for ‘applicant held to be cost of service 
based upon average of first 3 years of operation at an average capacity 
factor of 91.5 percent including a 6 percent return and Federal income 
taxes which the company will be required to pay. Jd_.......-.-------- 

Where all gas in excess of firm requirements will probably be used for 
boiler fuel, commodity component of any rate to be established by applicant 
should be high enough to act as an economic deterrent to over-extensive 
use of gas for'suchi‘ purpose: Id@.<_ 2. Lester 22.2 sae pide ike Jos dolu 

Provision of proposed tariff permitting buyers to reallocate contract 
demands among themselves for indefinite periods held unreasonable since 
it permits taking of overrun gas without incurring penalty and permits 
customers to take gas at less than 65 percent load factor without incurring 
minimum bill penalty. Provision reasonable if limited to permit such 
reallocations where purchaser has a force majeure emergency condition 
and if it would not have an adverse effect on service to other customers. 
Ids 2G QUA SEY pes Se Sr ee cee 30) Rwel Aidt ee ea Pr 

Tariff provisions providing for penalty to be paid by applicant’s 
customers for taking more than contracted demand recognized as valid 
restriction in contract demand schedule. Jd____.._.-.---------.------ 
Unauthorized overrun penalty of $50 per Mef per day held to be excessive. 
Escape provision of proposed tariff, limited to customers in New York 
City area who are parties to so-called ‘(New York facilities agreement’’ 
and not applicable to any other customers, held to be unduly preferential 
and discriminatory and should be eliminated. Jd__.........---.---.- 

Absence of provision in firm service schedule of proposed tariff requiring 
an offer of excess gas to any customers buying thereunder might lead to 
discriminatory practices. Held that schedule should provide means for 
offering excess gas to all customers on nondiscriminatory basis with rate for 
resale customers being equivalent to company’s proposed rate of 22 cents 
per MeO}! OF8Lsi22 00.1 Sut ous ole eed 0 Sead asa Sas 

High minimum bill provisions of proposed schedule held to produce 
unreasonable and discriminatory charges when applied to customers with 
relatively small loads; new schedule required to provide for customers 
having maximum demands of less than 5,000 Mef per day and obtaining 
their entire requirements from applicant. Jd_\___..-.--.-.----------- 

Applicant ordered to file transportation rate schedule for service pro- 
posed to be rendered Sun Oil Co., and certificate so conditioned. Jd___---- 

Zoned rate schedule containing lower unit prices for deliveries in areas 
closer to sources of gas supply involving lesser transportation expense 
considered equitabie:: */7diis ci ira 4 fare lt. eves Lieatee Jol couse 

Order granting certificate was conditioned with respect to filing a satis- 
factory tariff, upon finding that some provisions in proposed rate schedules 
departed from Commission tariff rules and that some were unreasonable 
and discriminatory. Commonwealth Natural Gas Corp_-_-_-- .. © Fre 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(e) Initial Rates and Tariff Provisions—Continued 


Adjustment in charges to compensate for reduction in Btu content of 
gas delivered is problem that can be more properly considered under rate 
provisions of act than in certificate proceedings. 

Interveners who will receive service directly from applicant’s facilities 
and whose individual maximum daily demands are below 5,000 Mef, 
should receive minimum bills no higher than demand charge of demand- 
commodity rate. Tezas Illinois Natural Gas Pipeline Co 

Gas distributing utilities which may be served along route of applicant’s 
line shall pay same rate as Chicago area customers and applicant’s tariff, 
with appropriate rate schedules, shall provide rates which do not exceed 
those specified herein. Id 

Uniform rate now being charged by Michigan-Wisconsin 1 should con- 
tinue in effect until company’s sales capacity is increased as authorized in 
docket No. G-1302.. Michigan-Wisconsin Pipe Line Co__._.._... 9 FPC 

Michigan-Wisconsin’s proposal that intervening distributors pay same 
rate as other customers who receive delivery at requested points will result 
in undue discrimination against all interveners. Commission finds 
Michigan-Wisconsin should remove such discrimination by one of four 
prescribed methods. Id ‘ 4 Genk -asebedy/ 166 

Order conditioned to retain jurisdiction | in Commission to investigate 
and review method and basis used for determining rental to be paid by 
Michigan-Wisconsin to Michigan Consolidated for use of facilities and 
determine amount of payment allowable as operating expense for rate- 
making purposes. . 

Commission withholds further consideration of rate reduction proposed 
by Michigan-Wisconsin until more information is available as to actual 
cost of construction of proposed facilities. Jd 

Official notice taken of proceeding pending before Commission with re- 
spect to reasonableness of El Paso’s existing rates and charges. Whether 
rate now proposed is consistent with actual cost of service can be deter- 
mined in that proceeding. San Juan Pipe Line Co 

Rate proposed for service to one community which is higher than rate 
for other communities in state appears to be an undue discrimination 
where no valid reason appears why community should not enjoy same 
rate as other towns for like service. Jd____._______- pret Woks 

Commission issues certificate to Lake Shore Pipe Line Co. “conditioned 
upon satisfactory showing that estimated cost of service will not be ap- 
preciably increased as result of information disclosed by required testing 
of old pipe it proposes to utilize. Erie Gas Service Co., Inc._.... 10 FPC 

Commission finds rate consisting of demand charge of $3 per Mef and 
commodity charge of 19.4 cents will result in estimated rate of return to 
Lake Shore of 6.3 percent and conditions certificate to prevent initiation 
of rates yielding revenues in excess of those which such charges will 
produce. Id__ loves 

Commission + 18sUes certificate to United, conditioned to require filing of 
rate schedules for proposed sales to Texas Eastern and Mississippi River 
which initially will not yield revenues in excess of 17 cents per Mef com- 
puted at 95 percent load factor. [/nited Gas Pipe Line Co 10 FPC 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(e) Initial Rates and Tariff Provisions—Continued 


Since minimum load provisions in United contracts, based upon 95 
percent minimum load factor for Texas Eastern delivery and 72 percent 
for Mississippi River delivery, result in discrimination, Commission con- 
ditions order to provide 72 percent minimum bill for both purchasers. 


Page 


Since discrimination will result from inclusion in United’s contract with 

Mississippi River of Btu adjustment clause and omission of such clause in 

contract with Texas Eastern, Commission conditions order to omit this 

adjustment in Mississippi River contract. Jd_...._....-..-----.----- 46 
Commission issues certificate to Texas Eastern, conditioned to require 

filing of rate schedules at least 90 days prior to commencement of service. 





Fo coi OS Bois Cone si bitaiaie tenga tate Btii ie theme tae venbititinidies 56 
Commission finds it reasonable and necessary to attach condition to 

certificate issued to Algonquin assuring reasonable and non-discriminatory 

rate and charges for service proposed. Jd________- ee er a 61 


Commission can consider reasonableness of prices at which applicant 
for certificate proposes to purchase gas, even though Commission is 
without authority to regulate prices at which producer sells gas to pipeline. 
Phillips Petroleum Co_---------- a 
Commission conditions certificate to prov vide that appropriate amounts 
accrued for federal income tax purposes shall be credited against any 
working capital allowance to determine net investment rate base. Texas 
Eastern Transmission Corp-_.- Se a are Poe 
To insure service rendered. Goliad will not be to detriment of Texas 
Eastern, certificate is conditioned upon filing of tariff by Wilcox applicable 
to its service to Texas Eastern and satisfactory to Commission which shall 
provide allocation of costs of transportation on fair and equitable basis. 


Examiner finds that certificate should be issued to applicant upon condi- 

tion that rates and charges to its affiliate, South Carolina Gas Co., should 

not exceed the cost which would result if the proposed facilities were owned 

and operated by that company. Gaffney Pipe Line Co__-_------ 11 FPC 618 
Commission finds that Permian’s rate schedule should be based on a 

formula from which any costs of gas paid for but not taken are excluded, 

since Permian is an operating subsidiary of Northern. Permian Basin Pipe- 

TEI eh sce ys a serch Barend dle irl een at lead 12 FPC 94 
Commission conditions certificate authorization to El Paso to require 

(a) that El Paso adopt the presently filed West Texas gas tariff and the 

service agreement filed thereunder, or (b) shall make such filings as may 

be necessary to include the increase over West Texas’ present rate to 

Southern Union in its pending proceeding for system-wide rate increases. 

Southern, Untam, [60:0 0...<tiasnnccleivrn~mbion ad nade eee: & ee 
Commission conditions the certificates of Southern Natural and South 

Carolina to require the filing of applicants’ proposed rates for the new 

resale customers prior to the initiation of service, even though Southern 

Natural has filed for a general systemwide rate increase, which was sus- 

pended in part. /d_____- 551 
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CERTIFICATES—Continued 


9. Facrors—Continued 


(e) Initial Rates and Tariff Provisions—Continued Page 


Since present tariff does not make provision for the type of service here 
proposed, certificate is conditioned to require applicant to file a new rate 
schedule applicable to the proposed interruptible service. Northern Na- 
(ered RE Seis ann ones owas Secale aoe kee ak Swkee eee eans 13 FPC 705 

Certificate order conditioned to provide for possible refunds resulting 
from rate proceeding involving applicant. United Natural Gas Co_. 13 FPC 766 

Company may not effect a change in rate through a modification of a 
rate condition in a certificate order subsequent to the commencement of 
deliveries authorized by the certificate. United Gas Pipe Line Co__ 13 FPC 1552 

Certificate order conditioned to require companies to revise their lease 
agreement to include return not in excess of 6 percent. Texas Eastern 
TYG SID ns = hehe So aes ka 2852 See eteeSst2 13 FPC 761 

Kansas Corporation Commission’s orders fixing minimum field prices 
are wholly irrelevant to any issue in this certificate proceeding. Missouri 
rubies Bertin: Cisco 5 nn saan ews see Ze ae da le ce meeee 13 FPC 574 

Commission finds that the proposed initial rates for firm and interruptible 
service are reasonable and that the proposed project will be economically 
feasible. South Georgia Natural Gas Co__....---------------- 13 FPC 679-681 

The imposition of rate conditions in certificate proceedings under 
section 7 of the Natural Gas Act not only has administrative precedence, 
but judicial sanction, and is in accord with the legislative history of the 
Act. GROAN Ts SOR en ee a toses 14FPC 124 

Commission in an independent producer certificate proceeding 
has the right to examine the justness and reasonableness of a specific rate. 






















The mere presence of escalation. clauses in contracts filed in support of 
certificate applications does not permit the filing company to change rates 
solely by reason of those clauses, for the rates must be changed under the 
procedures provided in section 4 of the Natural Gas Act; Jd___.-_--_----- 127 
Commission concludes that the initial price does not adversely affect 
Transco’s economic ability to perform the proposed gas service or the 
public convenience and necessity. Id_.........---2.2--2 2-22-2222. 127 
Commission has power to impose rate conditions where appropriate in 
granting certificates of public convenience and necessity to independent 
producels. » Cite Berwed Gat’ Ges io. . 22 STS ed 14 FPC 142 
Acceptance of a rate schedule for filing does not involve a determination 
by the Commission of a substantive nature, nor does it indicate approval 
of the level or form of the rates set forth, or the conditions of service. 
The issuance of a temporary certificate does not involve a commitment 
by the Commission that certificates of public convenience and necessity 
will be issued, or that any particular rates will be authorized if certificates 
NG RRs re eee se a ee deen coon een eee 143 
The determination that a sale by an independent producer is at arm’s 
length is not sufficient as the sole criterion in the determination of reason- 
Sr We. SSE oan. Jeeo ea Pete eee see eee Sees Paredes 145 
Imposition of a condition calculated to maintain an area price at an 
existing rate is consistent with previous decisions. 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(e) Initial Rates and Tariff Provisions—Continued 


Commission will not countenance an unsupported rate increase par- 
ticularly in the absence of accepted controlling principles by which to 
measure the reasonableness of the rate levels of independent producers. 


Commission refuses to eondition the awards of authority to Pacific 
Northwest so as to prevent any direct or indirect rate effect upon Colorado 
Interstate, because the transmission line of Colorado Interstate originally 
certificated by the Commission may not transport the volumes of gas 
then contemplated. 

In a proceeding under section 7 of the Natural Gas “Act an appli- 

cant does not have exactly the same burden of proof as is imposed by sec- 
tion 4 of the Act upon a proponent for a rate increase. The Atlantic Refin- 


The initial price contemplated by the independent producers in this 
ease will not affect Texas Gas’ rates to its customers for the immediate 
future. Id 

Price adjustment clauses can only become operative in the event of 
future filing proposing an increase in rates over and above the initial 
rate. 

Intervention denied in “grandfather” producer ‘certificate case,» where 
petition raised questions concerning the inclusion of automatic price in- 
crease clauses in producer contracts. Leria Buchanan 

Escalation clauses can only become operative in the event of a future 
filing proposing an increase in rates over and above the initial rate. Ala- 
bama-Tennessee Natural Gas Co 

Commission rejects interveners’ contention that the initial cost of the 
southeastern Louisiana gas-is too high. 

Commission in certificate proceedings under section 7 of Natural Gas 
Act is not required to prescribe as an initial rate schedule “the lowest 
reasonable rate’? provided for in section 5 of the act. Anthony J. 
Tamborello, 

Where there is no evidence of unjust or discriminatory rates, Commission 
in independent producer cases does not require that the issuance of a 
certificate become condition on the filing of rate schedules containing a 
price below that in the contract. Id 

Southern’s purchase of gas from United at a price higher than the 
present average cost of gas is found to be an economically advantageous 
purchase. United Gas Pipe Line Co 

In accordance with the Tamborello opinion the presiding examiner 
considered the proposed rates in connection with the issuance of certificates 
authorizing sales in interstate commerce only to the extent necessary to 
determine the probable effect of such rates on the feasibility of the project, 
as related to markets and economic feasibility and did not attempt to 
determine the justness and reasonableness of the proposed rates. Sinclair 
Oil & Gas Co___- 15 FPC 

Commission utilizes cost as the basis of determining pipeline rates, 
instead of allowing a competitive fuel to be the determining factor in 


fixing the transportation rate to the power companies. Houston Tezas 
Gas & Oil Corp-_--- 
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9. Facrors—Continued 
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Houston’s tariff rates for firm sales for resale, interruptible sales, and 
transportation should be commensurate with the cost of service determined 
on a reasonable allocation of costs between these services. IJd_......_..__- 

Houston’s gas purchase contracts should not include provisions for 
their cancellation or for reductions in take. 

Commission requires Coastal to file a new cost-of-service formula in 
tariff form, which will provide separate charges applicable to the trans- 
portation service and to the gas sold to Houston commensurate with the 
costs related to such services, and based upon the usual Commission 
cost-of-service allocation practices. 

Commission approves initial rate, where there is no convincing showing 
that, as a result of the price proposed, the prices for other sales in the area 
will be raised. Commission also considered the necessity of obtaining the 
gas and the improbability of acquiring it at a lesser price. Natural Gas 
Pipelind:Co.of A mbriess - .iscu seus 25 i sasne cae ons s¥-4gate 17 FPC 

Commission may impose reasonable conditions required to bring the 
tariff and financing proposals into conformity with the standards of the 
Natural Gas Act. Houston Texas Gas and Oil Corp 

Independent producer initial rate has only a remote effect on intervener. 

17 FPC 

Commission considers in support of the feasibility of the proposed projects 
applicants’ estimates of industrial sales based upon contracts containing 
provisions for cancellation depending upon the price of competing fuels, 
because here unlike the Houston case there is no peak capacity involved 
in making industrial sales and the proposed rates, though fully compensa- 
tory, are substantially below the cost of the fuel expected to be replaced. 
Transcontinental Gas Pipe Line Corp 17 FPC 

The precise initial rate is less important than the assurance of a great 
supply of gas where there is no showing that the rate is necessarily 
excessive. Continental Oil Co 17 FPC 

Commission under section 7(e) of the Natural Gas Act may condition 
a certificate by specifying the rate of return component of arate. Texas 
Eastern Transmission Corp 18 FPC 131, 

A conditioned certificate order, after becoming final, cannot be collater- 
ally nullified through the filing of a rate schedule change. J/d______-_.- 131, 

Commission conditions certificate to Eastern Shore to provide that no 
part of the costs properly applicable to the transportation service rendered 
to Delaware Power may be assigned to sales or service for jurisdictional 
customers other than Delaware Power. Transcontinental Gas Pipe 

18 FPC 


(f) Market. 

No precise and rigid definition can be given for the phrase ‘‘market in 
which natural gas is already being served by another natural gas company” 
used in section 7(c) of the Natural Gas Act, and its precise meaning is 
dependent upon the facts and circumstances in each case. The capacity of 
existing pipe lines to serve proposed new territory; the availability of 
adequate financial resources to pay for proposed construction; the avail- 
ability of adequate supplies of natural gas; the economic feasibility of the 
proposed extensions or new construction—all or some of these and other 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(f) Market—Continued 


factors may affect the delineation of what new or unserved area is within a 
‘“‘market”’ and are properly matters for consideration. Such a “market” 
is not limited to communities in which there are presently existing physical 
facilities for the transportation and sale of natural gas. Kansas Pipe Line 
The legislative history of the Natural Gas Act indicates that Congress 
intended the word “market” (a) to imply an area or territory of undefined 
extent, bearing some reasonable relation to existing pipelines and other 
facilities for the transportation and sale of natural gas; and (b) to embrace 
that territory within which a natural-gas company can economically render 
adequate service by reasonable extensions of its facilities, having due 
regard, among other factors, to the sufficiency of its available reserves of 
ROUUTOE BOR. PO nc ene aces na despre pasar come eae 

The intentions of an existing natural-gas company with regard to a new 
area or territory as evidenced by surveys or studies thereof, while not 
decisive, are evidence that such existing company regards such new area 
as being located within its “market.” Td_-. 2... 22222223 

Applicants should show, among other things that there exists in the 
territory proposed to be served customers who can reasonably be expected 
to use such natural-gas serViee. “Td... 2 2 oc SL 

Certificates of public convenience and necessity issued to Hope and New 
York State Natural (Consolidated project) for facilities consisting of a 
transmission pipe line to relieve the natural gas shortage in that area 
caused by declining local production and reserves. Certificates granted 
subject to condition that, until further order of Commission, facilities be 
used only for the purpose of enabling Hope and New York State Company 
to supply the requirements of named customers under existing contracts. 
Bote Naas Gee CO. 003 anc ak ee eee 4 FPC 

Since the proposed facilities are to be used to maintain essential war 
production and to meet civilian needs during the emergency, but appli- 
cant has not presented any specific plan for future disposition of half of 
gas in event of termination of delivery contracts after the war emergency, 
issuance of certificate is conditioned on facilities not being used to supply 
gas to any new customers, and prohibition of abandonment of service 
without Commission approval first obtained, notwithstanding any con- 
tract provisions for termination of deliveries. Panhandle Eastern Pipe 
CHE CE namin wae conne naka amantadine 4 FPC 

The certificate granted on finding that there is public need or demand 
for out-of-State natural gas in southern California; that the proposed 
pipeline system will serve that need adequately and properly for the fore- 
seeable future. El Paso Natural Gas Co.......----.---------- 5 FPC 

Commission accepted applicant’s estimates of future market require- 
ments substantially uncontroverted in record, as reasonable and as suffi- 
cient to support proposed project in furtherance of public convenience and 
necessity of general public in areas proposed to be served. Michigan- 
FURNES 2 Une INO Ol ccna tacuneckeacatandnehoes sano one 6 FPC 

Continuance of natural-gas service in Western Michigan markets of 
Michigan Consolidated after depletion of present sources of supply is con- 


ducive to public welfare and will promote accommodation and convenience 
of public. Id 
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The needed supplementation of gas supply in region or particular area 
in public interest is an ingredient of public convenience and necessity which 
Commission is under obligation to consider in issuing a “non-grandfather” 
certificate. Id 

Panhandle Eastern even after approval by Commission of certificate 
applications resulting in increased capacity, found unable, under prevail- 
ing conditions, to meet ever increasing demands on its system as a whole 
and during present winter period, unable to meet its entire firm demands. 


Commission’s action in issuing certificates to Michigan-Wisconsin not 
viewed as that of creating ‘regulated competition” only but rather in the 
nature of needed supplementation of gas supply. 

General public ought not to be penalized by reason of fact that distrib- 
uting company supplied by applicant may have misjudged its estimated 
future gas requirements for City of Louisville and contracted for a lesser 
volume of supply than was authorized to be delivered to it in prior pro- 
ceeding. Though no additional gas was proposed to be made available to 
Louisville from facilities herein sought to be certificated, public interest 
requires that full volume as earlier authorized, be made available to it 
upon completion of facilities having capacity equal to that authorized in 
prior proceeding. Tennessee Gas and Transmission Co 

Applicant for a certificate should carry out commitments and represen- 
tations made by it in support of its application and upon which Commis- 
sion relied in issuing certificate. Id 

In issuing certificate, Commission reserved for further consideration dis- 
position to be made of certain volumes of gas for which applicant has pre- 
sented no firm purchase commitments, and its right to take further action 
in public interest to assure and provide adequate service to present or 
prospective customers of applicant. 

Petition by Southern Natural Gas Company to set aside the Examiner’s 
decision and reopen the proceeding at Docket No. G-796 suggesting a 
substitute project for the facilities applied for in that proceeding with 
reference to the introduction of natural gas into the State of Tennessee 
denied because it is clear that the design of the facilities there applied for 
is inadequate and Southern Natural would lack the ability to attach as 
a new market and supply the requirements of the City of Chattanooga and, 
at the same time, supply fully the estimated natural gas requirements and 
markets presently on its system. East Tennessee Natural Gas Co. 7 FPC 

Introduction of Trunkline gas into Northern Natural’s presently con- 
nected markets will supply unsatisfied public need and demand on 
Northern Natural’s system and will benefit great majority of public 
served. Trunkline Gas Supply Co 

There is public need, demand, and market for additional volumes of 
natural gas to be supplied by proposed facilities. Tennessee Gas Trans- 
mission Co 

Public convenience and necessity requires introduction of gas into 
potential markets in Tidewater area of Virginia. Commonwealth Natural 
Gas Corp 
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Estimates of future requirements found to be reasonable and additional 


pipeline facilities must be provided if consumers are to be provided 
with adequate natural gas service. Tezas Illinois. Natural Gas Pipeline 
Since Natural Gas Pipeline is not a party to this proceeding and has 
not undertaken to purchase gas from applicant, order issuing certificate 
to applicant conditioned upon filing within 30 days of agreement with 
Natural setting forth volume of gas per day to be delivered. Jd_.__.-~ 

Applicant has by other evidence established that it has firm peak needs 
in excess of 400,000 Mef of natural gas per day; Commission cannot ignore 
apparent fact that serious inconvenience and perhaps suffering may 
result if applicant is unable to secure sufficient gas to meet its customers’ 
needs during the ensuing winter. Mississippi River Fuel Corp... 9 FPC 

Certificate issued authorizing New York State Natural to construct and 
operate proposed facilities to provide service to Niagara Mohawk on 
finding that evidence of record indicates a public need and demand for 
proposed service. Tennessee Gas Transmission Co___.---~-~---- 9 FPC 

Certificate issued authorizing Niagara Mohawk to construct and operate 
proposed facilities to enable it to purchase natural gas from New York 
State Natural to meet requirements of customers now supplied with 
SUID IE EI a a oh adc tel ead this Sanaa acandieie Aeal 

Public convenience and necessity require introduction of natural gas 
service in northeastern Ohio area where supply of manufactured gas is 
inadequate to serve growing needs of area. Erie Gas Service Co. 10 FPC 

Commission denies Texas Eastern authority to sell requested amount of 
natural gas to Public Service until further showing by Public Service, in 
subsequent proceeding, of its relative need for natural gas. United Gas 
Pee Ti Cs AS, ck nti Siac nn depeee breeennei aeaaaeionh 10 FPC 

Commission issues certificate to Algonquin, based on finding that public 
convenience and necessity require Algonquin to serve markets enumerated 
in opine DFO 21h. FE 225 222 5. Ck coeliac atte 

Under Natural Gas Act an applicant can be certificated to serve markets 


it did not apply to serve, if record supports such certification. North- 
ouetern Gon Tranenisetes CO. oo ko Pee ddldenctieosdneeee 10 FPC 

Public convenience and necessity require that proposed natural gas 
service to Mathieson Hydrocarbon Chemical Corp. and facilities therefor 
be authorized. Tezas Gas Transmission Corp_....-..--.------ 10 FPC 

Commission recognizes that record shows public need for additional gas 
in areas served by Texas Gas, but considers present service proposals 
TERT I a a a cereal ae adlins pele aniet it eee dh aie iae ae 

Record clearly shows that there is market and public demand for in- 
creased volumes of gas that will be available upon Northern’s system as a re- 
sult of construction and operation of proposed facilities. Northern 
IeaIUE TER TP ne ee ee ne eee ore 11 FPC 

Commission attaches condition that franchise authorization by Green- 
ville and Kingsport to Watauga Valley Gas Company be filed within a 
reasonable time and that service agreements between East Tennessee 
and Watauga Valley be likewise filed. Hast Tennessee Natural Gas 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(f) Market—Continued 


Commission denies authority to serve five industrial customers, based 
upon finding that such markets are not presently existing. 

Definite market is shown for any gas which may now or in the future 
become available on Texas Eastern’s system. T'ezas Eastern Transmission 


Applicant’s request for authorization to render service to the California 
Co. denied on finding that the application, as it pertains to this potential 
customer, is anticipatory, and that the exercise of any authorization issued 
pursuant thereto would be contingent. Colorado-Wyoming Gas Co. 11 FPC 

In estimating market requirements it is not reasonable to assume that 
service to present customers will be allowed to terminate at the expiration 
of the terms fixed in the service agreements. Algonquin Gas Transmission 


A company has no right to attempt to insure service to not only existing 
but to potential customers located in market areas presently served by 
that company, at the expense of potential customers living in other areas. 
Atlantic Seaboard Corp 

Commission concludes that there exists a market sufficient to support the 
construction of a project of the magnitude proposed by American Louisi- 
ana. American Louisiana Pipe Line Co 

Applicants need not show firm commitments from each and every pro- 
posed customer to be an accomplished fact, but only that there exist in the 
territory proposed to be served customers, who can reasonably be expected 
to use such natural gas service. Midwestern Gas Transmission Co; Trans- 
continental Gas Pipe Line Corp 16 FPC 482; 17 FPC 

(g) Miscellaneous. 

Alternative pipeline route proposed by intervening state commission 
disapproved because of urgent need for installation of project, inasmuch as 
the proposed change would result in a 3-month delay in completing the 
project and would require new proceedings before the Commission. Cities 
Service Transportation and Chemical Co 

Commission finds that construction and operation of facilities described 
as Palmyra project, preferred by Northern Natural will better serve public 
convenience and necessity. Trunkline Gas Supply Co 

Commission action issuing certificate to Lake Shore is not to be con- 
strued as approval of manner of depreciating old pipe when it becomes 
necessary under Uniform System of Accounts for applicant to account for 
its acquisition of such pipe. Erie Gas Service Co 

Certificate issued to applicant authorizing construction of pipeline facil- 
ities for use as alternate route for natural gas service to New York City in 
event of emergency on finding that the added safety of supply is in public 
interest. Transcontinental Gas Pipe Line Corp 

Load factors based upon method which distributes to classifications of 
customers estimated total annual volumes of gas that are lost and un- 
accounted for are not proper or productive of peak-day estimates. Tezras 
Gas Transmission Corp 

Commission requires Wilcox to file amended copy of contract, deleting 
certain clauses which interfere with Wilcox’s future freedom of operations 
as pipeline company. Tezas Eastern Transmission Corp 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(g) Miscellaneous—Continued 


Area and population to be served through facilities proposed by Pacific 
greatly exceed those proposed by other applicants, and route proposed by 
Pacific would stimulate exploration and development of large production 
areas by providing an outlet for natural gas. Northwest Natural Gas Co_ 13 FPC 

The prerequisite in section 7(e) of the Natural Gas Act, that applicant 
be found willing to perform the service proposed, does not apply where 
applicant seeks a certificate authorizing the continued sale of natural gas 
in which the applicant has been engaged for a period of years. J. M. 
Huber Corp 

(h) Pipeline Capacity. 

Applicants must show that the facilities for which they seek a certificate 
are adequate to render a full and complete public service in the territory 
proposed to be served. Since in the instant proceedings there is no basis 
of actual experience, but only a reasonably to be expected experience, it is 
necessary to consider the estimated demand for natural gas and the esti- 
mated sales of natural gas, and against that factor to appraise the capacity and 
physical character of the facilities the applicants propose to constrtict. 
Kansas Pipe Line & Gas Co 2 FPC 46, 47 

Since the plan under which it is proposed to operate the facilities of the 
transportation company has not been revealed in the evidence, issuance of 
certificate is conditioned upon Commission approval of proposed plan of 
operation, including all contracts in connection therewith. Cities Service 
Transportation and Chemical Co 3 FPC 

Issuance of certificate conditioned upon applicant’s not transporting 
more than 114,000 Mcf per day from Carthage to Tennessee’s Monroe 
compressor station or more than 65,000 Mef per day for service to its own 
existing customers in the Monroe area for the duration of the war emer- 
gency period (subject to further order of the Commission). United Gas 
PUN EUG Cla cccn coast po cccccncedcueteanddane tienes 4 FPC 

Where a company has not the capacity to sell a large quantity of gas to 
a new customer without impairing its ability to render satisfactory service 
to existing customers, it is the duty of the Commission in protecting the 
interest of the public to prevent such company from using facilities subject 
toits jurisdiction forsuch purpose. Panhandle Eastern Pipe Line Co. 5 FPC 

Capacity of proposed project consisting of 26-inch pipeline from Texas 
through Oklahoma, Kansas, Missouri, Iowa, and I}linois, with branch lines 
through Indiana to Big Rapids, Michigan, to various points in Wisconsin, 
to Maryville, Missouri, and to points in Iowa, with necessary compressor 
stations and storage fields in Michigan, found to be adequate to fulfill the 
requirements of markets proposed to be served for reasonable period in the 
future. Michigan-Wisconsin Pipe Line Co 

It cannot be questioned that tremendous increase in demand for natural- 
gas service necessitates construction of substantial pipeline capacity to 
transport natural gas from areas of large gas reserves in West and South- 
west to populous consuming Midwest and eastern Appalachian areas. 
Michigan-Wisconsin Pipe Line Co 6 FPC 27, 28 

Granting of certificate will not result in wasteful duplication of facilities. 
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CERTIFICATES—Continued 


9. Facrors—Continued 
(h) Pipeline Capacity—Continued 

Commission found that public convenience and necessity require con- 
struction and operation of proposed facilities of applicant to extent indi- 
cated in opinion and order of November 30, 1946, issuing certificate of 
public convenience and necessity. Jd.......--..--.--.-.----------.- 

Of 21 compressor stations which applicant. proposes to construct, 
16 will be of new blower or centrifugal type utilizing electricity rather than 
gas for power, thereby reducing fuel requirements for operation of pipeline 
by 2,200 Mef per day and correspondingly increasing delivery capacity. 
Commission found that location and design of proposed compressor 
stations are adequate to maintain estimated delivery or sales capacity at 
approximately 435,000 Mcf per day and that estimated costs, both as to 
construction and operation, appear to be reasonable. TJezras Eastern 
Transmission Corp 

Proposed installation of connecting pipelines, river crossing lines and 
other appurtenances found necessary to render service authorized and 
cotimahed. spre PABSORRIIR. 6 6 kein ein cena oekenatee knee 

There was no evidence that laying of 30 miles of proposed line above 
ground will increase hazards attendant upon gas pipelines, but in some 
respects such a method .of construction. will result in lessening of such 
dangers. Kansas-Nebraska Natural Gas Co, Inc_..-.----------- 6 FPC 

It is unnecessary, in a certificate of public convenience and necessity, 
to require by special condition that which is already required to be done. 
Jabereleie Gide GOMMDNE. 225 <2 5 SoS i Se eA ae 6 FPC 

In certificate proceeding under section 7(c) of Natural Gas Act, it is 
not reasonable regulatory policy to compel company which has applied 
for authority to install additional compressor units in its existing pipeline 
system to operate its plant on basis of subnormal operating facilities by 
forcing it to chart its normal operations on an emergency basis. Kansas- 
Mabrotha atu Gas Ge; Pneco sn obo bec te can li ckenkccccds 6 FPC 

Petition by Southern Natural Gas Company to set aside the Examiner’s 
decision and reopen the proceeding at Docket No. G—796 suggesting a 
substitute project for the facilities applied for in that proceeding with 
reference to the introduction of natural gas into the State of Tennessee 
denied because it is clear that the design of the facilities there applied for 
is inadequate and Southern Natural would lack the ability to attach as a 
new market and supply the requirements of the City of Chattanooga and 
at the same time supply fully the estimated natural gas requirements and 
markets presently on its system. Hast Tennessee Natural Gas Co. 7 FPC 

When installed and pipe-cleaning program completed, proposed facilities 
will make feasible increase of 75,000 Mef in daily deliveries of gas under 
normal operating conditions. Texas Eastern Transmission Corp... 8 FPC 

Facilities as proposed by Texas Gas and Texas Eastern are of adequate 
capacity and of proper and reasonable engineering design to render service 


proposed. Texas Gas Transmission Corp__...----------------- 8 FPC 
Facilities for which authorization is sought found reasonably adequate 
to render service proposed. Tennessee Gas Transmission Co... 8 FPC 


Certificate issued to construct facilities applied for except that the 
installation of compressor units shall be limited as to total horsepower. 
Michigan-Wisconsin Pipe Line Co 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(h) Pipeline Capacity—Continued 
Engineering design of proposed pipeline, compressor station and dehydra- 
tion and sulphur-removal plant found adequate and estimated cost of 
facilities reasonable. Montana-Dakota Utilities Co.........-.--- 8 FPC 
Design of previously authorized pipeline system as modified and aug- 
mented by certifieate granted herein found to be adequate to render service 
authorized in applicant’s proposed market areas in New York, New Jersey, 
and Pennsylvania. Transcontinental Gas Pipe Line Corp___--.--- 9 FPC 
Upon consideration of Michigan-Wisconsin’s application to augment 
existing facilities to increase deliverability to authorized markets and to 
sell and deliver gas to Michigan Consolidated for resale in additional 
communities in Michigan, Commission found combination of pipeline and 
storage facilities proposed to be adequate to meet anticipated demands upon 
Michigan-Wisconsin for approximately 2 years after completion. Michi- 
gan-W ieconsin Pine. Line, Cane iui Janiimasvest seeuewases Jeutess. 9 FPC 
Facilities proposed by Michigan Consolidated to enable it to transport 
gas to communities to be served include a second 24-inch pipeline extending 
from Austin Field to Detroit and appear to be adequate for use as con- 
templated. IG 0c 5 wap savages cals fae seidtiesd sabieins bes <x 
Commission finds that some of additional capacity, to be provided by 
proposed 24-inch pipeline, authorization for which is requested by North- 
eastern in lieu of 20-inch pipeline previously authorized, will be required 
to meet future demands upon authorized system from requirements of (1) 
customers presently authorized to be served, (2) possible emergency inter- 
connections with other natural gas companies, and (3) potential market 
situated north of presently certificated system. Northeastern Gas Trans- 
9988108 :CO.x. gic won ~ wines cd aie V4 a> aw siee esROS dines 10 FPC 
Public convenience and necessity require substitution of 24-inch pipeline 
across Massachusetts for 20-inch pipeline previously authorized and 
substitution of larger pipe in lateral lines as requested by Northeastern. 
Publie interest requires that additional capacity made available on 
Northeastern’s system through substitution of larger sizes of pipe should 
be used only for stated purposes of applicant and order conditioned 
accordingh.) dbs. alk Sua 14 ST ole aii a Se LS, 
Commission finds that Lake Shore has complied with certificate condi- 
tions with respect to test of Dresser coupling and segment of connected 
pipe. Grand River-Erie Gas Transmission Co___--...--.------ 10 FPC 
Commission finds that Lake Shore has satisfied test conditions of 
certificate and is able and willing by means of Fairport-Ashtabula line to 
perform setvice proposed, = Tas i 60 Us ool. 2st Sa ee Rs 
Public convenience and necessity do not now require construction and 
operation of proposed compressor station and application therefor denied 
without prejudice. Texas Gas Transmission Corp__._..--_---- 10 FPC 
Commission finds that United has failed to show that its transmission 
system will be capable of providing increased deliveries of natural gas as 
proposed in its certificate application. IJd_......-..----.2-.-.-.-.--+---- 
Commission finds facilities proposed by Wilcox are reasonably adequate 


and proposed method of financing project is reasonable. Texas Eastern 
Transmission Corp 
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CERTIFICATES—Continued 
9. Facrors—Continued 
(h) Pipeline Capacity—Continued 


Certificate issued to Potomac Gas Co. authorizing construction and oper- 
ation of proposed facilities for the transportation of natural gas, on finding 
that, due to limited capacity of existing interconnection with Washington 
Gas Light Co., applicant’s service area is not as full a beneficiary from 
Washington Gas standby and storage facilities as is that part of the 
system in the District and Maryland areas. Potomac Gas Co___ 11 FPC 

Installation of lateral pipeline will not constitute duplication of facilities 
in any significant sense when service would thereby be assured during 
times of emergency, and when load conditions would be improved. 


Commission denies certificate authorization to Central Kentucky after 
considering the adequacy of existing facilities, the limited gas supply 
available to applicant, and the lack of revenues expected to be attributable 
immediately to the net investment represented by the proposed loop line. 
Atlantic Seaboard Corp 

Commission conditions the certificates issued to the Columbia subsidiaries 
by setting limits on the maximum daily volumes to be transported through 
the new and existing facilities, and also requires them to file emergency 
service rules and uniform curtailment rules. Id 

Capacity of pipeline, as ealculated by application of the Weymouth 
formula, is inadequate to serve Shenandoah’s requirements without im- 
pairing service to other customers. Shenandoah Gas Co 

Propane plants used as emergency standby facilities do not affect the 
figure for design capacity of the system. United Gas Pipe Line Co_ 15 FPC 

Public convenience and necessity requires the granting of Southern’s 
application even though some surplus capacity exists under a wide range 
of conditions. I[d 


10. GENERAL. 


There is no provision in the Natural Gas Act for the transfer of a 
certificate issued under the provisions of section 7. Southern United Gas 
3 FPC 
1942 amendment to section 7 of Natural Gas Act had its derivation from 
section 206(a) of the Interstate Commerce Act, and rights and privileges 
regarding ‘‘grandfather’”’ and ‘‘non-grandfather’’ certificates, as developed 
by the courts with respect to section 7 of the Natural Gas Act, have been 
in keeping with judicial constructions relating to Interstate Commerce 
Act. (Kentucky Natural Gas Corporation v. Federal Power Commission, 
159 F. 2d 215.) Michigan-Wisconsin Pipe Line Co 
“Grandfather” certificate is not intended to be unlimited, but is subject 
to future regulation. Jd 
Section 7(g) of Natural Gas Act applies whether the existing company 
operates pursuant to “grandfather” or ‘non-grandfather’ certificate. 


In order to give Lake Shore an opportunity to prosecute its application 
before the Petroleum Administration for Defense for necessary steel pipe, 
Commission extends date for commencement of construction beyond 
period usually prescribed in similar certificate proceedings. Grand River- 
Erie Gas Transmission Co 
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CERTIFICATES—Continued 
10. Generat—Continued 


Applicant should be permitted to withdraw from economically infeasible 
service undertaken, but never put into effect, even though it would earn 
reasonable return on its services as a whole if proposed service were 
initiated. | ‘MidSeuts Gas Cea 62 01 oe 2c ee 15 FPC 

In a certificate case, unlike a rate increase case, a variety of complicated 
and drawn out problems can make justification for a certificate depend 
upon events which develop both during and after a hearing. Midwestern 
Gas Transmission Co 


11. LEASE. 


Commission order of November 30, 1946, issuing certificate of public 
convenience and necessity, conditioned so as to prohibit transportation or 
sale of natural gas subject to jurisdiction of Commission by means of facil- 
ities which Michigan Consolidated, an affiliate of Michigan- Wisconsin, and 
its subsidiary, Austin Field Company, propose to lease or construct and 
lease to applicant, subject to the jurisdiction of the Commission, unless 
and until applications have been made to Commission to authorize construc- 
tion and operation of such facilities. Michigan-Wisconsin Pipe Line Co. 6 FPC 

Whether authorized facilities to be constructed by Michigan Consoli- 
dated should be leased to and operated by Michigan-Wisconsin is matter 
which Commission did not decide when certificate issued. Jd....8 FPC 

Lessee held a ‘‘natural gas company’’ under provisions of Natural Gas 
Act, but lessor is not and will not become, because of the proposed construc- 
tion, a “natural gas company”’ within meaning of the act. Moniana- 
Dales CU Ces icestti te cae neni harman aa. hail 8 FPC 

The granting of a certificate to Montana-Dakota to lease and operate 
facilities does not bind Commission or State commissions to acceptance of 
lease rental payments in fixing rates for Montana-Dakota, or in determining 
cost of transportation of natural gas from Worland field pursuant to section 
Sho) of Web. Hb ZI BU ZI eG FT Ee Te 2 

Commission conditions order to require Montana-Wyoming to keep 
and maintain its books, records, and accounts in accordance with Uniform 
System of Accounts and to make annual charges against operation, and 
contra credits to reserves, for depreciation of plant, in an amount equal to 
4 percent of cost of leased facilities. Jd________- 

Lease should provide that the 25-year lease of “Worland pipeline and 
appurtenant facilities may be renewed or extended by Montana-Dakota 
for reasonable period. Lease should provide that in event Montana- 
Wyoming elects to sell Worland pipeline and facilities, Montana-Dakota 
shall have right to purchase at depreciated original cost. Jd_______- 

Order conditioned to retain jurisdiction in Commission to investigate 
and review method and basis used for determining rental to be paid by 
Michigan-Wisconsin to Michigan Consolidated for use of facilities and to 
determine amount of payment allowable as operating expense for rate- 
making purposes. Michigan-Wisconsin Pipe Line Co_______-_--- 9 FPC 

Only showing of exceptional circumstances and compelling public neces- 
sity should be considered as justification for granting certificate authorizing 
natural-gas company to lease and operate newly or to be constructed nat- 
ural-gas pipeline faciiities. Mississippi River Fuel Corp_------ 9 FPC 
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CERTIFICATES—Continued 
12. Parties WHo May APPLY. 


A contention that public convenience and necessity require construction 
and operation of connecting pipe line so that applicant, Cities Service, can 
be substituted for Panhandle Eastern in rendering gas service to towns now 
served by latter because Cities Service could provide slightly lower rates, 
is based upon hypothesis that such transfer of natural gas service of supply 
is at issue to proceeding. Since Panhandle is not a party and has not been 
heard, hypothesis is false and reasoning violative of most fundamental 
concept of adjudication. Interstate Gas Co 

Action on a certificate application by a gasoline plant operator need not 
be delayed pending the filing of applications for certificates by the sellers of 
casinghead gas, or pending a determination of whether such filings are 
required. Cities Service Gas Co 

A non-operating working interest which is not a party to the contract of 
sale between the operator and a pipeline company is not a proper party to 
file a certificate application or a rate schedule. Humble Oil & Refining Co.; 
Hassie Hunt Trust___- _-... 14 FPC 595; 

A non-operating owner of a working interest in gas production, who is not 
a party to the contract for the sale of the gas produced from its interest, is 
not a proper applicant for a certificate of public convenience and necessity 
under the Natural Gas Act. Nelson Bunker Hunt Trust Estate_._.. 15 FPC 

Commission rejects Sun’s certificate application based on the fact that a 
previously issued certificate is still applicable to gas sales from the same gas 
producing acreage to the same buyer even though the contract has expired. 
Sun Oil Co.; S. W. Richardson 18 FPC 610; 

13. SroraGE Facizirties. 

Proposed project has distinct advantage over ordinary interstate nat- 
ural-gas transmission pipeline system in that combination of transport 
and large scale storage facilities makes possible important economies in 
operation permits flexibility and superior reliability of service, and en- 
ables high load factor operation of main pipeline system. Michigan-Wis- 
consin Pipe Line Co 4 

Commission approved applicant’s proposed use of the lines from Skip- 
pack Junction, Pa., to Linden, N.J., for storage of gas, such use to provide 
an immediately available source of supply in case of emergency or interrup- 
tion of main line service or to assist in carrying peak loads in other parts 
of system. Texas Eastern Transmission Corp__-_-_---.-- 

Under the contract of August 31, 1935, as amended (Panhandle Rate 
Schedule FPC No. 12 and supplements) Michigan Consolidated held en- 
titled to take gas from Panhandle for purposes of underground storage and 
subsequent sale and distribution in the Detroit area and to take from Pan- 
handle, on a firm basis, its entire Detroit requirements up to 125, 000 Mef 
of natural gas per day. Panhandle Eastern Pipe Line Co_.._.._...7 FPC 

Utilization of the storage fields in Michigan will not only aid the two 
Michigan companies to expand their services, but will also provide definite 
benefits to other customers of Panhandle. Jd__- ior ae 

In view of desirability of off-peak storage in areas near markets of pipe- 
line, applicant required, in future applications, to increase sales capacity 
of system to submit studies indicating economic feasibility of storage in 
water-bearing structures or depleted gas fields, including market require- 
ments set up in conformity with such projects. Transcontinental Gas Pipe 
Line Corp c aiuape i sobbed teh aeie 9 FPC 
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CERTIFICATES—Continued 


13. SroraGeE FacriLtitres—Continued 





Page 
Commission found applicant should continue development of storage 
program with storage project having higher priority than any customer’s 
boiler fuel requirements or firm service demands. Jd_____________-___. 55 
In original proceedings Commission reserved for further consideration 
phase of application which requested Michigan-Wisconsin be authorized 
to operate storage facilities under lease from Michigan Consolidated. 
Michigan-Wisconsin Pipe Line Co_--....--- 22-2 ek 9 FPC 128 
Commission finds public convenience and necessity will be best served 
if Michigan-Wisconsin is authorized to operate storage facilities in Michi- 
gan as herein proposed. /d_-__- 131 


Project of Michigan-Wisconsin being a combined operation of pipeline 
and storage facilities, requires that some measure of control be exercised 
by company to enable gas storage during nonheating season. Jd____--_-- 136 

Commission authorizes Panhandle to construct and operate Adrian and 
Maumee laterals to make available increased volume of storage gas re- 
quired by East Ohio Gas Co., Ohio Fuel Gas Co., and Michigan Gas 
Storage Co., but such authorization is not a determination of allocation of 
natural gas among Panhandle’s customers. Panhandle Eastern Pipe Line 
CWeccan eee 2% a +. SES. ee JTI05G FOV PPRO"> 206 

Since method of makitig ¢ estimates and year-end adjustments are not 
clearly set forth, Commission is unable to decide upon propriety of Nat- 
ural Gas Storage Co.’s plan for allocating storage service costs to affiliated 
pipeline companies. Natural Gas Storage Co. of Illinois_...__._. 11 FPC 372 

Since rate of return in cost of service formula should not be higher than 
cost of securing necessary capital, Commission conditions certificate to 
require filing of satisfactory gas tariff by Natural Gas Storage Co. 














Commission 


conditions certificate upon submission by Natural Gas 


Storage Co. of satisfactory plan of financing prior to construction of facil- 
ities. Tat =: 372 























Commission finds facilities reasonably adequate for undertaking pro- 
posed initial experimental phase of proposed underground storage project 


Id_- te ets. Ogu 29ULugeso9 gas oD dotapsgs 373 


Commission issues certificate on finding that proposed natural gas stor- 
age facilities are required by public convenience and necessity. Jd_.... 374 
Certificate issued to Washington Gas Light Co. authorizing construc- 
tion and operation of underground storage facilities, with condition re- 
quiring use of storage plant for peak-shaving whenever the cost of gas to 
applicant can be reduced thereby. Washington Gas Light Co... 11 FPC 574 
Applicant’s contention that proposed storage facilities be used only upon 
occurrence of pipeline breaks rejeeted on ground that such limited operation 
would impose an unreasonable cost of service on rate payers. 
Id_- 57 







The need for standby natural gas , facilities i in industrial plants does not 
support an application for sustained sales of large volumes of gas when no 
crisis is present. Mississippi River Fuel Corp...--...-.------ 12 FPC 112 


14. TEMPORARY CERTIFICATES. 


Temporary certificate, to expire not later than February 2, 1952, issued 
authorizing applicant to acquire and operate compressor stations con- 
structed by Stupp Bros. Mississippi River Fuel Corp__...------ 9 FPC 221 
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CERTIFICATES—Continued 
14. Temporary CEeRTIFICATES—Continued 


The issuance of a temporary certificate, herein, is no assurance that a 
permanent certificate will be issued for the acquisition, construction and 
operation not heretofore authorized. Such acquisition and operation 
must be selely at applicant’s risk. 

Applicant permitted to sell and deliver natural gas to Fort Smith Gas 
Corp. for service in Corning and Pocahontas, Ark., provided Fort Smith 
desires such service under the limited character of the authorization 
granted by the Commission in the temporary certificate issued. 

Commission does not have power to issue a temporary certificate, where 
application involves new gas service through a virtually complete new 
pipeline system, seeking no authority for an extension of an existing or 
certifieated facility or for an interconnection. Algonquin Gas Transmission 


Commission amends its previous order issuing a certificate of public 
convenience and necessity under section 7 of the Natural Gas Act to 
Transcontinental by deleting a condition in the previous order, which 
allowed Transeentinental to operate certain facilities only to render 
emergency service of gas. Transcontinental Gas Pipe Line Corp. 12 FPC 

Commission prescribes as a condition of the temporary authorization 
granted to Panhandle an interim allocation of the capacity which it is 
estimated will be available from the pipeline. Panhandle Eastern Pipe 


A change ia type of service authorized from ‘“‘emergency to convenience” 
would require the filing of an appropriate application with supporting data 
and exhibits for authority to render such newservice. Texas Eastern Trans- 
mission Corp 

Issuance of a temporary certificate does not involve a commitment by the 
Commission that certificates will be issued, or that any particular rates 
will be authorized if certificates areissued. Cities Service Gas Co. 14 FPC 

Commission issues temporary certificates of public convenience and 
necessity to CATCO and Tennessee Gas, but remands the case to the 
examiner to determine what rate should be allowed if permanent certificates 
are to be granted to the companies upon final disposition of the applications. 
Continental Oil Co 


COMMON CARRIER. 


Subject to the provisions of the Leasing Act of 1920 as amended in 1935 
the eompany, by reason of construction, operation, and maintenance of a 
pipeline for the transmission of natural gas upon a right-of-way through 
public lands, became obligated as a common carrier to accept, convey, 
transport, or purchase, without discrimination, natural gas produced from 
government Jands in the vicinity, in such amounts as should be determined 
by the Seeretary of the Interior after notice and hearing. Mondakota Gas 


The statutory obligation to maintain and operate its pipeline system as a 
common éarrier, assumed by respondent, requires it to establish and publish 
reasonable and nondiscriminatory transportation rates, pursuant to Section 
4 of the Natural Gas Act. 

A common carrier has no right to demand that goods be actually brought 
and presented to it for shipment before it fixes and publishes a rate. 





resins! 
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COMMON CARRIER—Continued 


Respondent’s common-carrier rate schedules discriminate against pros- 
pective shippers of gas through respondent’s common-carrier lines where a 
rate is demanded greater than actual cost of gas, plus cost of transporta- 
tion (including a fair return to respondent’s own industrial customers who 
are served directly from the main pipelines). Jd______.----.--1-.--..- 

Terms of respondent’s rate schedules found so indefinite and uncertain 
that it cannot be ascertained what the transportation rate for shipping gas 
to specific customer with a known load factor will be other than it would be 
between maximum and minimum rates provided. Jd_..--...-.-.--...- 

Common-carrier transportation rate previously determined held ade- 
quate when applied to estimated volumes of gas transported which pro- 
duces estimated revenue in each year equal to or greater than estimated 
cost of service for such years, inclusive of 6 percent return on net invest- 
ment devoted to such service. IJd_...-.- 2-224. 2se ene e no enews dee 

Commission must consider reasonableness of common-carrier rates when 
company holding right-of-way under Leasing Act of 1920 has been ordered 
by Secretary of Interior to file such rates with Commission. San Juan 
Pipe Line Cp bs- 462 jew- 35 nade o5} adiceste-hae “Mrs Reb ae OaH 9 FPC 

Before any transportation or sale of natural gas in interstate commerce is 
made by a common carrier, there must be compliance with provisions of 
Section 7(6) of. Natural, Gas Aet... D@is ini nnadcncewe sutewwnmene: wade 

Application of Interstate Natural Gas Co. to require El Paso to allocate 
to it portion of El Paso’s pipelines for common-carrier transportation of 
300 million cubic feet of gas per day denied upon showing that El Paso is 
operating at more than 90 percent load factor; that such allocation would 
frustrate existing contracts of E] Paso to advantage of Interstate; and that 
public interest does not require proposed service. Id 


CONDEMNATION. 


Under the Federal Power Act, the power company must pay just compen- 
sation for damage to any property taken in enlarging the project. Bellows 
File TEGO CAGR 8. 855 as oa sense eee eaten 5 FPC 

A stipulation by applicants that no greater claim for severance damages 
will be made in condemnation actions now pending against their distribu- 
tion properties would eliminate any possibility that merger will adversely 
affect the public interest, and any order approving the merger should be 
conditioned accordingly. Northwestern Electric Co. and Pacific Power & 
Lighh Obnc ign dnbarecuilae'y amaddn st 4A bRbsch Use Speweede ke 5 FPC 


CONSOLIDATION, MERGER AND SALE. 
See COST, 12. Excuanezg or Assets; JURISDICTION, 5. Merazr; 
AFFILIATION; OFFICERS AND DIRECTORS. 
CONSTRUCTION PERIOD. 
See COST, 6. Construction Preriop; LICENSE, 7. Construction 
PERIOD, 


CONTRACTS. 


Authority of a Federal regulatory agency to modify a rate contract be- 
tween a State or municipality and a public utility has been settled beyond 
question. City of Los Angeles._._........----.---- = hie te, Dee 2 FPC 

Rates under consideration are not immune from regulation under the 
Natural Gas Act because they are contained in contracts entered into be- 
fore the Act becamelaw. Mississippi River Fuel Corp__.....----- 2 FPC 
512-874—67——9 
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CONT RACTS—Continued 


The expiration or termination of a contract to supply natural gas to a 
distributor by the applicant does not constitute grounds justifying abandon- 
ment of facilities. United Gas Pipe Line Co 

It is immaterial that a contract of applicant to furnish natural gas will 
not expire until December 31, 1944, since no obligation of such a contract 
can defeat legitimate government authority. Godfrey L. Cabot, 

nor wines SUUQULOE FO DIST Mie AIL deg ERE O19 Sh OOF RRS 

In investigating company’s rates, Commission did not recognize for rate- 
making purposes a “‘cost contract’’ providing that company was to sell gas 
to an affiliate on an out-of-pocket cost basis, under which it was not to 
make any profit. Canadian River Gas Co. v. Public Service Commission of 
Colorado 

Company’s ¢harges under a “cost contract’? may be above or below rates 
determined upon a regulatory basis; and in recent years such charges have 
been lower than those prescribed by the Commission’s order. Jd___.____-- 

Safe Harbor’s contention overruled that it cannot be regulated under 
any provisions other than those in Section 20 of the Federal Power Act 
because its license is a contract and allegedly the effect of Section 28 is to 
protect the license from alteration by Congress without consent of the 
licensee. Safe Harbor Water Power Corp 

Action taken in proceeding not to be construed as affecting in any manner 
rights, duties and obligations of Panhandle Eastern with respect to the 
Detroit and Ann Arbor markets during term of existing contract with 
Michigan Consolidated there. Michigan-Wisconsin Pipe Line Co_. 6 FPC 

Local distributing company is not bound, nor can it be compelled to 
execute renewal of contract with its present supplier regardless of any other 
considerations on its expiration. Id 

A “grandfather” certificate, like a “non-grandfather”’ certificate, is gov- 
erned by valid contractual arrangements, not contrary to public interest, 
which natural-gas company, as supplier, and distributing company, as its 
customer, have entered into. Id 

Possession of a “‘grandfather’’ certificate does not confer right to preempt 
market served for continued rendition of service beyond term of existing 
contract to exclusion of others who may show that public interest would be 
served by either substitution or necessary augmentation of service or both. 


While Panhandle Eastern’s “grandfather” certificate gives no exclusive 
right to serve a market for all time, a certain continuity of service should be 
preserved if possible, and its rights to serve natural gas for resale in Ann 
Arbor district up to December 31, 1951, should be governed by pattern of 
service rendered by it, particularly since December 15, 1940, and ‘also by 
obligations imposed upon it by its existing contracts with Michigan Con- 
solidated,' the purchasing distributing eompany. 

Public interest may require other disposition of pipeline sales capacity 
than those provided in applicant’s contracts embodying options to pur- 
chasers to purchase gas in addition to primary deliveries, resulting in re- 
duction in the quantities to be delivered pursuant to contract, Commission 
has authority under Natural Gas Act to disturb such contract rights to serve 
full public interest. Texas Eastern Transmission Corp 
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CONT RACTS—Continued 

Existing contract provisions for delivery of gas to companies in Appa- 
lachian area found to be neither reasonable nor justifiable in public interest. 
Commission held that whatever quantities are available in Appalachian area 
from Big Inch Lines during winter 1947-48 must be apportioned equitably 
and fairly notwithstanding contract provisions. 

Commission has full jurisdiction and authority to amend, alter, or modify 
any contract relating to natural-gas company’s obligations under Natural 
Gas Act when such action becomes necessary to assure compliance with 
provisions of Act. Natural Gas Act, sections 4(b) and 5(a). Panhandle 
Eastern Pipe Line Co 

Contract has no effect on the presently existing riparian rights in the 
waters of Kern River, although the contract may have conferred rights as 
between the parties to the instrument. Southern California Edison 


Contractual provisions do not prevent application of valid regulation, and 
corporation performing public service has obligation to take initiative in 
establishing reasonable rates free of discrimination. Niagara Mohawk 
Power Corp 

Commission attaches condition that Wilcox file amended copy of contract 
between Wilcox and Goliad, deleting certain clauses which interfere with 
Wilcox’s future freedom of operation as pipeline company. Texas Eastern 
Transmission Corp 

Texas Gas under its contract with Panhandle does not have the right to 
take all of its gas at one delivery point. 

Contractual rights may be abrogated by the operation of statutory rate 
filing and suspension provisions of Section 205 of the Federal Power Act. 
Pacific Gas and Electric Co 

Public utility cannot by contract place its rates beyond reach of regula- 
tion by public authority. Jd 


COST. 
1. AccOUNTs AND ACCOUNTING. 


Where an original licensee failed to obtain and preserve its project cost 
records from its first holding company and there is no evidence tending 
to show the manner and circumstances of the destruction of the records, or 
establishing that their destruction resulted from an innocent mistake, 
accident or inadvertence, and it is clear they were available subsequent to 
the issuance of the license and should have constituted ‘‘a part of the per- 
manent records”’ of the project, this can only be regarded as a flagrant 
violation of the terms of the license, the Federal Power Act, and the Com- 
mission’s accounting rules and regulations which, by specific terms of the 
license, were incorporated therein. Northern States Power Co.1 FPC 

The allowances made by the Commission as actual legitimate original 
cost shall be entered properly upon the books of the licensee as fixed capital 
accounts and they are to be kept consistently therewith thereafter. Jd_- 

A failure on the part of licensee to secure from its affiliated corporations, 
records of actual expenditures on the project, and the necessary data to sup- 
port such expenditures, constitutes a violation of the terms of the license 
and the Federal Water Power Act, both of which place such a duty upon 
the licensee. Clarion River Power Co 
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COST—Continued 
1. Accounts AND AccounTING—Continued 


Results of an audit made by Federal Trade Commission not acceptable 
as substitute for evidence from which actual cost may be ascertained. 
Loutsvitle' Hydro-Hlecirie Coz ai sosc- die Sees ec eie-enbessssuhl. 1 FPC 

It is the duty of the licensee to keep its accounts in conformity to the 
Commission’s accounting rules and if failure to do so makes it impossible 
to furnish evidence of cost, such failure to obey the law is not a satisfactory 
answer to the plain requirement to the statute. Jd_..........__.._.__- 

Railroad used for operations as well as construction purposes cannot be 
treated for accounting purposes as a temporary facility when it is converted 
into a truck road or highway charging entire cost and overhead to capital. 
Losses resulting from the conversion must be adjusted through the de- 
preciation reserve account. Portland General Electric Co_--_.------ 1 FPC 

For accounting purposes debt expenses are treated as representing 
interest paid in advance. Under the accounting rules governing, the 
expenses incurred in connection with the issuance of long-term debt 
should be amortized monthly beginning with the date of the actual issuance 
of the securities to which the expenses relate, whether such expenses are 
incurred before or subsequent to the date of actual issuance. Lexington 
Water Pdwer Goss dst e- cewcslo-wiieeus wawabsds beets daag cur 1 FPC 

Equipment on hand upon completion of the project should be credited 
to the construction equipment account and charged to a fixed capital 
account which account should be credited with any sales of equipment. Jd_ 

While any deficit created in licensee’s earned surplus by charging dis- 
allowed items of actual legitimate original cost to that account, will 
preclude the declaration of dividends until the deficit is wiped out, objec- 
tion would be substantially eliminated by the creation of a capital surplus 
for the absorption of such deficit. Nzagara Falls Power Co_-_---~-- 3 FPC 

Licensee will not be permitted to retain disallowed amounts in its fixed 
accounts or to accumulate a reserve out of future earnings sufficient in 
amount to equal at the expiration of the license the amount previously 
ordered charged to'earned surplus. Id...... 222i fee eh eee 

The determination of actual legitimate original cost has a direct and 
immediate importance under section 10(d) of the Federal Power Act 
which requires that excessive earnings, after the first 20 years of operation 
under the license, shall be accumulated in an amortization reserve for use 
in reduction of the net investment in the project. Jd._......-_...-..-- 

Licensee held to have failed to show cause why aceounting requirements 
previously prescribed should not be made effective and enforced. Jd____- 

An item directed to be charged to earned surplus by former order was 
transferred to Account 100.6, electric plant in process of reclassification, 
for consideration during examination of the reclassification and original 
cost studies submitted by licensee. Pennsylvania Power & Light Co_3 FPC 

Account 100.5, electric plant acquisition adjustments, of the Commis- 
sion’s Uniform System of Accounts, is designed to include the difference 
between the amount paid and original cost where the accounting utility 
has purchased an. operating system at arm’s-length for more or less than 

original cost. JT'he Montana Power Co___-.-...---.--------.-- 4 FPC 

There can be no increase in the actual legitimate cost of public utility 
properties’ in a transaction in which the transferor and the transferee 
in substance and effect, but not in form, are one and the same. /d______ 
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COST—Continued 
1. Accounts aND AccounTInGc—Continued 


Where, in a series of reorganizations of predecessor companies, the 
statement of assets was increased at each step over the statement of 
the same assets on the books of each predecessor company, the increase 
being accomplished by an exchange of securities with ownership and 
direction remaining the same, and where the transactions were not at 
arm’s-length, cost to respondent can be no more than the aggregate of 
the cost to the predecessor companies. Jd_____--- foc 

In a transaction between wholly owned and controlled affiliates, no new 
cost can be created by the issuance and distribution among the old own- 
ers of additional securities without other consideration where no addi- 
tional investment was made and no new plant was acquired. Jd________ 

Transactions at less than arm’s-length do not result in an increase in 
actual legitimate cost of electric facilities. Jd__.._...-_...12-----.---- 

Final consolidation (1913) of all predecessér interests into respondent 
by acquisition of stock held by its president (who had been director and 
largest. stockholder in predecessor company), and by Butte Electric, in 
exchange for stock in respondent did not result in any increase in cost, 
there being no arm’s-length bargaining but a consolidation or pooling of 
interest rather than a eale:!! «Mu ueiot sek Se WR 

In aseertaining cost of power sites owned by affiliated predecessor, 
cost of acquisition of stock of predecessor by consolidating interests was 
allowed, after deducting current assets and book cost of dam and power- 
house included at full cost in other plant accounts. Jd_.______-____-_- 

Excess of recorded cost to parent of power properties over cost 80 des 
termined, and higher book cost on transfer to wholly owned subsidiary are 
write-ups which should be classified in Account 107. Jd_____-___-___-- 

Write-ups in plant accounts of respondent resulting from the various 
merger transactions, all of which were between affiliates, are properly 
classifiable in Account 107. Jd 


See ACCOUNTS AND ACCOUNTING, 5. Disposrrion or Accounrt- 
ING ADJUSTMENTS, (f) Write-ups and Miscellaneous Items. 


Payments made by licensees to their parent company for salaries. and 
expenses of latter’s employees engaged in the inspection and supervision of 
project construction prior to July 1928 and in actual construction after 
that date, representing actual out-of-pocket costs to parent company, 
allowed as a proper project cost since licensees had no engineering organi- 
zation and were dependent on that of their parent company to supply 
the services to protect their own interests during the construction period. 
Srcaquahanies Fete Cio. jesiti tien: caicie teindrannse ts baihatnmanis teenie 4 FPC 

Fees paid for special consulting services and expenses, principally in 
connection with dam and power house foundations and in regard to the 
general design and stability of the headworks, allowed, even though reten- 


tion of consultant may have approached over-caution on the part of licen- 
sees. /d 


Engineering fees paid pursuant to a cost-plus-fixed-fee contract for serv- 
ices in connection with the construction of a high-tension switching 
station, acquisition of a right-of-way, and construction of a transmission 
line allowed since fees did not transcend the bounds of legitimate cost. Jd_ 

Such portions of engineering fees paid pursuant to cost-plus-fixed-fee 
contracts as do not represent actual legitimate original cost must be dis- 
allowed. Id 
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COST—Continued 
1, Accounts aND AccounTING—Continued 


Where the record clearly shows that licensee employed unaffiliated 
engineering and construction firms of good repute; consulted independent 
experts when unexpected difficulties were encountered; and made reason- 
able efforts to cut down those costs which appeared to be high, the items 
of cost were allowed. Id 

Items of claimed cost representing alterations, replacements, and main- 
tenance, incurred subsequent to the end of the construction period, dis- 
allowed, since they are operating expenses and not proper project cost. 


Though the experiment was not a success, the cost of a power plant for 
a radio communication system installed in 1928 and dismantled in 1930, 
was allowed as a proper project cost. Jd 

The cost of construction of access railroad to dam site to provide trans- 
portation facilities for construction materials and supplies and a perma- 
nent project transportation facility was allowed as a proper project cost. 


The cost of constructing housing facilities for operating personnel was 
allowed, the licensee having justified the expenditures made. 

Expenditures in connection with the relocation and reconstruction of 
about sixteen miles of a branch of the Pennsylvania Railroad necessi- 
tated by the raising of the river level above the dam in the construction 
of the project, including incidental pusher-locomotive service and rail- 
road company watchmen, minus a credit by the railroad for the superior 
facilities provided, allowed as proper project costs. 

Licensees’ contract obligation with the Railroad in connection with the 
building of a second-track roadbed at the new location, cannot operate 
either to preclude or conclude the Commission’s inquiry into whether 
amounts expended pursuant thereto are allowable project costs. 

Overheads of licensees’ affiliated construction company computed at 
100% of the latter’s actual pay-roll and expenses disallowed since no evi- 
dence was presented to show what, if any, actual overhead costs were 
incurred by the construction company, and there was a complete absence 
of arm’s-length dealing. The Commission’s 1922 Uniform System of 
Accounts forbids arbitrary allocation of overheads. 

The costs and expense of transmission line right-of-way acquisitions 
allowed where shown to represent actual legitimate original cost. /d__-- 

Because of licensees’ refusal to submit as witnesses certain appraisers 
who had prepared a breakdown, or statement of particulars, showing the 
amount of claimed credit for non-project lands, the breakdown offered in 
refutation of higher appraisal by expert who testified at hearing was re- 
fused admission for that purpose, but Commission allowed credit because 
of slight disparity between amount claimed as adjusted for disallowed 
parcels, and appraisal by expert witness. 

Since one-half of the time of licensees’ executives and general office 
clerks was devoted exclusively to construction work, that portion of their 
pay for the period involved was allowed as a project cost. /d._.-.----- 

Licensees’ claim as project cost amount paid to parent company to re- 
imburse latter for allocation made by it of salaries paid to its executives 
and general officers, disallowed, since record discloses no basis for alloca- 
tion other than a judgment estimate, and it is to be inferred that such 
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COST—Continued 
1. Accounts aNp AccountTinGc—GCGontinued 


services, if, any, were merely ineidental to their employment as officers 
of parent company. Balance of claim allowed as complete records were 
kept showing actual cost and character of services, which were in con- 
nection with construction; [4...00.-4406-4> ssnnwesneds qe silnepe se ska 

Profit from rent paid by licensee to affiliate not element of actual 
legitimate original cost. I[¢.... .. - 0. ~~ sassisweweis Jqnwemehwueineeten 

Amounts paid for insurance premiums on real property during the con- 
struction period a proper project charge. Jd__._.....---ic-------.---- 

Payments to licensees’ parent for services rendered by latter’s material 
testing laboratory allowed as proper project cost. Jd_.__..2-..-.+-...- 

Rental paid for use of transmission line owned by licensees’ affiliate 
carrying energy to project allowed on showing that charge did not in- 
clude a profit to latter, Jo. ssnsis- eedis -penweoe-->b Hu dttsieoade «tin 

Amount paid by licensee for all of stock of electric company in order 
to cause latter to convey all its property, including certain project lands, 
to licensees without consideration, allowed as proper project charge. Jd_- 

Cost of. certified copies of documents used in proceedings before State 
commission relating to approval of lease under which the project is 
operated, gllewed),, fb. .ucesns d- wa Howe awie an-seueth ou- saws eldais 

Licensees are equitably entitled to interest on approved expenditures 
applicable to the prelicense period at the rate of 6% per annum, com- 
puted monthly upon the accumulated total of such net approved costs, 
other than interest, as of the first day of each month, plus of the net 
approved costs, other than interest, for the month of computation. IJd_- 

Amount claimed for interest during construction with respect to certain 
preferred stock installments, disallowed during period record showed 
there was no imminent need for funds. Id_.._-..-_-..-.- <sundead- oi - 

A credit for power generated by project during construction period and 
taken into the system of licensees’ parent or sold to another utility, re- 
quired to be made, after deduction for operating expenses incurred in 
the generation of such energy to project cost. Jd_.......-..--.---.--- 

In a consolidation of affiliated companies, amount which represents an 
excess of recorded amount (book value) over actual cost to the consoli- 
dated company of property transferred to it, is a write-up of plant ac- 
count, which, pending disposition, should be classified in Account 107, 
electric plant adjustments, Utah Light and Traction.....-....--- 4 FPC 

The write-up should be eliminated from plant account immediately by 
a charge to Account 271, earned surplus, the company having proposed 
no other plan of disposition. | Id... 20sec su desk eeeswinw- daw scan 

Stipulated amount of excess of recorded cost on the books of account- 
ing public utility of properties acquired from wholly-owning parent and 
three wholly-owned subsidiaries thereof over the cash cost to parent 
company and top holding company which had complete domination over 
the other companies, does not represent cost but a “write-up” and should 
be classified in Account 107, electric plant adjustments, pending further 
disposition. The Western Colorado Power Co......-....--------- 4 FPC 

The difference between the recorded cost of other acquired property 
and a lower stipulated actual cost clearly represents a ‘‘write-up’’ since 
it does not represent any cost to the accounting utility. Id 
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COST—Continued 
1. Accounts AND AccountTine—Continued 


Accounting utility, having heretofore filed with the Commission its 
claimed actual legitimate original cost of its licensed projects, in excess 
of the original cost thereof as shown by its revised studies, allowed to 
establish a credit to the amount of such excess in Account 107, electric 
plant adjustments, pending Commission determination of the actual 
legitimate original cost of the projects. Jd____..._._----__.-_-__----- 

Construction fees paid by respondent to affiliated construetion com- 
pany, in absence of showing by respondent that it represented other 
than pure profit, should be classified in Account 107 as constituting associ- 
ated company: promt: - Fd.22 . 2/202 J220Tel 2g 1g eee sess 

An amount in excess of actual legitimate cost to predecessor paid in 
the acquisition of an electric company for utility plant is properly classi- 
fiable in Account 108.17, common utility plant adjustments, inasmuch 
as it applies to several utility departments. Jd______________________- 

The-cost of a site which is not now and never has been used in utility 
service should be classified in Account 110, other physical property, in 
absence of évidence of its being held under a plan for future use for 
that pursoae? Weis. COL. ISDN, ue eee ea doles 

Allowable cost to licensee as transferee of hydroelectric project assets 
cannot exceed allowable cost to its transferors where the licensee was 
nothing more than the alter ego of the transferors. The Susquehanna Power 
Co... 02 2 TLVINTS LL AUR LO Os SU Bel aed ae 4 FPC 

Class B stock of licensee issued without consideration or as a bonus, so 
far as appears, for no real consideration, cannot be allowed as project 
eost.: W222 hae se ge Laat ae eg Sb ck he Use 

Amount paid’ by licensee’s predecessor in interest (Frank J. Hoen, 
acting for Bertron, Griscom & Co., Inc.) for project assets acquired at 
foreclosure sale in 1913 rather than inflated: amount at which those assets 
were capitalized by licensee as a result of their acquisition by Susquehanna 
(controlled by Bertron-Griscom) ‘in the ‘‘consolidation of 1908’’ should be 
allowed as a proper project cost since the foreclosure fixed a maximum 
rather than'a minimum price for the assets. Jd_._.__._._______-_----- 

Prelicense fees for service rendered in erecting and sponsoring before 
three interested Commissions the legal structure providing for the opera- 
tion, maintenance and control (as distinguished from the construction), 
of the project under an elaborate corporate set-up, amounting to condi- 
tions of the grant of the license itself, allowed as project fixed capital, 
although, in the absence of extraordinary circumstances, costs related to 
operation and maintenance of the project would ordinarily be treated 
as deferred charges amortizable over the life of the contracts covering 
such operation and maintenance. Jd______.._-_---._------_--------- 

Legal fees for conferences concerning proposed legislation “‘to change 
basis bonus tax on non-par stock” and to change the name of the Penn- 
sylvania licensee, disallowed, as being neither necessary nor beneficial 
to the construction of project. Jd_.._...--.--2-s2-- Lele le.-e- 
Title examination expenses in connection with project lands, allowed. 
Payment for accounting services in connection with hearings before the 
three Commissions with respect to intercorporate agreements and plan 
allowed as a project fixed capital item. Jd.............-------------- 
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COST—Continued 
1. Accounts AND AccountTiInG—Continued 


Various fees for engineering studies during prelicense period to assist 
licensees’ parent company in deciding whether it would make investments 
in the proposed project and its properties, disallowed, as services cannot 
be treated as any part of the process of construction. Jd...-.....-.--.- 

Engineering fee for the preparation of a report which formed basic 
foundation upon which necessary approvals of the State commissions 
were procured and upon which the Federal Power Commission license 
was granted, allowed as a proper project charge. Jd_...----.----..---- 

Out-of-pocket expenses incurred in defending the economic feasibility 
of the project before the State commissions and the Federal Power Com- 
mission against a vigorous and elaborate attack launched by another 
utility cagppeten, sees, Aas caicciaupirsiaite catalina initial 

See ACCOUNTS AND ACCOUNTING, 4. Cost. (e) Inter-Company 
Contracts and Service Fees; COST, 3. Exppnsgs. 


2. AcruaL LeGitimaTe OriGInaL Cost. 


The Federal Water Power Act forbids the Commission to allow other 
than actual legitimate original cost of the construction of the project. 
The cost must be (1) actual, that is, real and bona fide as distinguished from 
fictitious or fabricated, whether by intercorporate dealings or otherwise; 
and (2) legitimate, meaning not coerced, collusive, fradulent nor unreason- 
able; and (3) original, as excluding elements of subsequent enhancement, 
profit, or accretion. Louzsville Hydro-Electric Co__.....-.------ 1 FPC 

Section 6(b) of the Natural Gas Act provides that every natural-gas 
company on request of the Commission shall file with the Commission an 
inventory of all or any part of its property and a statement of the original 
cost thereof. The provisions of the act do not require the Commission to 
hold a hearing prior to making a request for such inventory and cost state- 
ment and no right of the natural-gas company is violated by the absence of 
such hearing. East Ohio Gas Co____--- Lok a sip fp Sh oe ye hp 2 Ae 1 FPC 

The allowances made by the Commission as actual legitimate original 
cost shall be entered properly upon the books of the licensee as fixed 
capital accounts and they are to be kept consistently. Northern States 
Power Ce oe eee oe eae cetera eae ates 1 FPC 

An apparent profit of 10 percent added to power cost to the contractor is 
allowable where it appears that the 10 percent addition was actually paid 
to the contractor and in all probability represented the approximate total 
cost to the contractor. Kanawha Valley Power Co____-.------- 2 FPC 

The final order herein directed the actual legitimate original cost as 
found to be properly entered upon the books of licensee as fixed capital 
accounts and the accounts shall be kept consistently therewith. Safe 
Harbor Water Power Corp- ---- oe Ne Boe Shon eee settee 2 FPC 

The only cost for licensed projects recognized by the Federal Power Act 
is that determined in accordance with the I.C.C. 1914 classification, insofar 
as applicable and except as limited by the Federal Power Act. The I.C.C. 
1914 classification makes no distinction between “original cost” and “actual 
legitimate original cost,” and there is nothing in the statutory limitations 
which would require or permit such a distinction to be made. Northern 
Ralee POOP CR ee TR Se er eee ee 2 FPC 

Actual legitimate original cost determinations are binding upon the 
licensees for all accounting purposes, making “original cost” identical with 
“actual légreliniive Gflnar cass: Fee oe eee ee ee 
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COST—Continued 
2. ActuaL LEGITIMATE ORIGINAL Cost—Continued 


It is important that the actual legitimate original cost of licensed projects 
be established as early as possible and that subsequent changes in the fixed 
capital be periodically determined to the end that the accounts be properly 
Sees UO TeEOU DY SUN CUE. FO. a cone ce oe tee eee eens 167 
The sum disallowed as part of the “‘actual legitimate original cost” of a 
project may not remain as part of ‘original cost’’ of the plant as defined in 
the Commission’s Uniform System of Accounts, but must be charged off to 
Earned Surplus prior to consummation of the merger. Pacific Power & 





Page 


PREG oe re a neo ne ee earn eee ne tne en aes 2FPC 511 
Cost, not value, is the fundamental basis of accounting for public utility 
plant. Northwestern Electric Co......---.--------- eet ate ii 3 FPC 85 


The excess over actual cost to parent company of properties transferred 
by it to wholly owned and controlled subsidiary in a transaction character- 
ized by complete absence of arm’s-length bargaining and independence of 
judgment, represents a write-up and should not be allowed to remain in 
plant account of subsidiary. Pacific Power & Light Co__.-.-.--- 3 FPC 334 

‘Present fair value” of the property does not permit retention of such a 
write-up in plant account since cost, not value, is the fundamental basis of 
accounting for public utility plant. Cf. Northwestern Electric Company, 
' SS aa ce iprees eeseens cree clean = etetteeeitthaadr-<abeaeceiitttias dahon ia inane cae A ceed 
1 Estimated original cost based upon conjecture and invalid, improper and 
unsupportable theories and assumptions which involved, among other 
{ things, reaccounting for general, and administrative expenses, contrary to 
express prohibition in electric plant accounts instruction 2—B of the Com- 
mission’s Uniform System of Accounts, cannot be accepted as a substitute 
for cost when records are available, for legitimate estimates where records 
are not available, or for overhead costs recorded in accordance with man- 
agerial discretion. Minnesota Power & Light Co____------.---- 3 FPC 396 

See ACCOUNTS AND ACCOUNTING. 4. Cost, (e) Inter-Company 
Contracts and Service Fees. 5. Disposition or AccountTING ApjsustT- 
MENTS, (f) Write-ups and Miscellaneous Items; COST, 3. AFFILIATION 
AND Common ContROL. 

The Commission allowed costs of several parts of power plant con- 
struction, suspended as unreasonably high, rejecting, however, as er- 
roneous, contentions of licensees that the phrase “actual legitimate 
original cost’’ includes all costs honestly incurred no matter how grossly 
extravagant, wasteful, or imprudent they may have been, provided there 
is no evidence of fraud, collusion or affiliation. Interstate Commerce 
Commission decisions interpreting the phrase ‘‘original cost,” under its 
1914 Classification of Investment in Road and Equipment of Steam Roads, 
rendered after the Federal Water Power Act was passed in 1920, have 
no bearing as to the controlling meaning of the statutory phrase ‘‘actual 
legitimate original cost’’ in the Federal Power Act. Susquehanna Power 


oo 
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The phrase ‘actual legitimate original cost,’’ properly interpreted, 
gives the Commission authority to reject all claims of cost items that 
are not fair and reasonable charges against the cost of the project. Jd... 123 
Where the evidence indicates that costs of any part of the project 
materially exceed the estimates or are substantially out of line with 
comparable costs of other projects or of comparable work on the same 
project, it is the duty of the licensee to show that such costs were the 
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COST—Continued 
2. Actua, LeaiTiMaTE OriGInaL Cost—Continued 


result of circumstances beyond its control and that it employed reason- 
able care and exercised due diligence in an effort to control such costs 
and prevent inflation in its investment in the project. Jd........-.-.-.- 

The Federal Power Act, in insisting upon actual legitimate cost, must 
be taken to forbid inflation of cost by any device. IJd_....-...-----.-- 

Items of claimed cost representing alterations, replacements, and main- 
tenance, incurred subsequent to the end of the construction period, dis- 
allowed, since they are operating expenses and not proper project cost. Id_ 

The book reserves were deducted from original cost as the measure of 
accrued depreciation and depletion. Contributions in aid of construction 
were also deducted from original cost. Ohio Fuel Gas Co....--..-- 5 FPC 

In investigating company’s rates, Commission did not recognize for rate- 
making purposes a “cost contract’’ providing that company was to sell gas 
to an affiliate on an out-of-pocket cost basis, under which it was not to 
make any profit. Canadian River Gas Co_-..------....--.----- 5 FPC 

In a proceeding by company seeking approval of certain accounting en- 
tries disposing of amounts in plant acquisition adjustments (Account 
100.5) and plant adjustments (Account 107), Commission held that the 
company will be required to dispose of sum representing excess of system 
or arm’s-length cost over original cost at dates of acquisition included in 
Account 100.5 by charging part to ‘Reserve for possible adjustments of 
utility plant accounts and other balance sheet accounts’, and part to 
‘*Paid-in surplus.”’ Northern States Power Co..........---.----- 5 FPC 

In the determination of rate base, trial examiner properly refused to re- 
ceive in evidence reproduction cost testimony. Safe Harbor Water Power 


Section 20 of the Federal Power Act prohibits a licensee from claiming 
and the Commission from allowing, for rate-making purposes, any amount 
in excess of “net investment.” Reproduction cost estimates and estimates 
of investment expressed in terms of the purchasing power of the 1943 dol- 
lar, being neither “actual legitimate original cost”’ nor “net investment,” 
must be rejected: Educ csc ected ae eC Lea See cakes 

The Commission found the average rate base for the year 1943 to be 
actual legitimate investment, less the reserve for depreciation, plus work- 
ing capital. ° Edis .ctoUlute. ce cabee tk A ise needed sce 

Net investment rate base of companies found based on original cost of 
plant less accrued depletion and depreciation, construction work in prog- 
ress, gas plant held for future use, retirement work in progress, and work- 
ing capital. United Fuel Gat Co. oisci cee es ode clade eae 5 FPC 

Tax ruling by Bureau of Internal Revenue is not binding on the Com- 
mission in making its determination of the actual legitimate original cost 
of this project. Appalachian Electric Power Co.........------- 13 FPC 

Assignment by Transcontinental of a large premium to the share of 
common stock, while at the same time the note is being valued at a sub- 
stantial discount is unrealistic. Transcontinental Gas Pipe Line Corp_13 FPC 

Commission finds that applicant is not entitled to a “fair value” license 
under the provisions of Section 23(a) of the Federal Power Act with re- 
spect to its existing Lay redevelopment. Alabama Power Co....18 FPC 
See RATE BASE, 8. Vatvation. 
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COST—Continued 
3. AFFILIATION AND ComMON CONTROL. 


















































A contract for exclusive construction and other services between the 

service company of a system and a public utility, both under common con- 

trol, involves one of the most obnoxious practices of the holding company 

device; and the Federal Power Commission, in determining the cost of a 

licensed project must closely scrutinize such control and the records under 

which it was made. Louisville Hydro-Electric Co__...._.-.----- 1 FPC 133 
Where there is common control of the service company and the operating 

company, the two being virtually departments of the same system with 

the power arbitrarily to dictate construction and fix charges for services, 

the Commission must disregard the contract and demand evidence of the 

cost to the service company of the services rendered, Under the Federal 

Water Power Act, the allowable cost to the licensee for construction and 

other service can be no more than the cost of such service to the service 

company under common control with licensee. Jd___.......-..------- 136 
Where there is common control it is not sufficient to show that the 

prices for services are no higher than obtainable elsewhere, but the burden 

is upon the licensee to show the actual cost to the service company. And 

having by intercorporate contract destroyed the open market, licensee 

cannot appeal to the standard of the open market by which to measure 

the value of the services rendered in a closed market. Furthermore, in 

determining the cost of services the market value of such services does not 

measure their cost within the meaning of the Federal Water Power Act. 

Where the majority interest imposes a monopolistic servic contract on 

a licensee through system control, it has no right to complain that the 

minority shares in the alleged economies which result from such involun- 

tary servitude of the minority interests. IJd__._...-L--.---2---.------ 140 
Where there is an absence of arm’s length bargaining, agreements under 

which money is paid for services, supplies or facilities do not fix the amount 

which the Commission is compelled to accept for the services rendered or 

supplies or facilities furnished. Safe Harbor Water Power Corp_. 1 FPC 237, 239 
Corporate control is possible with less than majority ownership of the 

outstanding voting stock. Proxy voting control placed the management in 

complete charge of three corporations and a copartnership, all of which 

deal with each other. Such control removes all doubt as to dealings 

among them being conducted at arm’s length. IJd_..-.-.--..-.----- 237 
Where there is admitted factual control, the Commission should be as 

quick to disregard transactions between the parties as not being at arm’s 

length as in cases where actual stock control exists. Jd........--- -- 239 
Promotion fees, and fees for floating and marketing the first-mortgage 

bonds of licensee, paid to a partnership, the individual members of which 

in fact control the licensee and affiliated corporations, are disallowed by 

reserving to the licensee the opportunity to support its claim by a showing 

of the cost to the company rendering the services. IJd-...-----.---.---- 240 
The terms of the contract whereby an affiliate constructs and turns 

over to the licensee a completed project in commercial operation do not 

preclude the Commission from finding the date upon which a plant be- 

comes available for service. Clarion River Power Co__.---- -swilea SEC; 256 
The construction period “within the meaning of the Federal Water Power 

Act” extends from January 1, 1920, to October 1, 1924, as the project was 

available for service on the latter date and does not extend to the date 
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COST—Continued 

3. AFFILIATION AND Common Controit—Continued 
agreed upon in the contract between the licensee and its affiliate, namely, 
January 3, 3GG6, ) Idssiseals ap dsaipens ads 20S FU i SSS 

See COST, 6. Construction Psriop. 

Contracts between a licensee and a service company, both of which are 
under common control, may be disregarded and licensee be required to 
show the cost to the service company of furnishing the licensee with 
the services claimed to have been rendered. Northern States Power 





Where the construction contract is executed as part consideration in 
the sale of capital stock of a company which subsequently becomes a 
licensee of the Federal Power Commission, the parties to the contract will 
be treated as dealing at arm’s length despite the absence of competitive bid- 
ding. Reasonable fees paid to the contractors are allowable under the 
Glipdmnaicen.  Pyergeen Petit Clean nana cken nee seetepee 1 FPC 

Qualifying shares of stock necessary to perfect the licensee corporation 
and held by an attorney does not indicate that contract retaining law firm 
was not executed at arm’s length. Lexington Water Power Co__-.-- 1 FPC 

The Commission has consistently invoked the rule that where an affilia- 
tion is shown to exist, the burden of proof is upon the claimant to show 
the character of the services, the necessity to the project therefor, and the 
cost to the affiliate performing the services, in order that the propriety and 
reasonableness of the charge may be determined. Jd_..-.-..-.-...--..-. 

Where there was a complete absence of arm’s-length dealing between 
the Licensee and an affiliated construction company, the Commission 
disallowed the fee of 3 percent paid the affiliate on the cost-plus contracts 
under which the project was constructed. Alabama Power Co__-__-_. 2 FPC 

Overhead of affiliated construction company which should be charged 
to operating expenses cannot be allowed as project cost. Jd _.-.-._._-__. 

Charge for construction equipment owned by the licensee which was 
used on the project considered proper; but when this equipment was 
transferred to an affiliated construction company, which charged Licensee a 
rental, the amount of profit to the affiliate in the rental was disallowed. 


The overhead of the affiliated construction company which eonstracted 
the project in question was disposed of in the same manner as similar over- 
head of the same construction company in connection with the Martin Dam 
Project of Licensee. Opinion of the Commission. IJd____-_- pebu_s 
Rent and insurance payments to affiliated subsidiary were allowed 


insofar as they represented actual cost to the affiliate, but any profit was 
disallowed. Id 


A fee of three percent paid to affiliated construction company was dis- 
allowed because of complete absence of arm’s-length dealing between the 
Licensee and this affiliate during the period involved. Cf. In the Matter of 
Alabama Power Company, Licensee (Mitchell Dam), 1 FPC 25, 39 and In the 
Matter of Alabama Power Company, Licensee (Martin Dam), 2 FPC 432, 





The cost and expenses for nonproje ct lands, not necessary » far the con- 
struction of the project, were disallowed ; the claimed cost of land acquired 


from an affiliate was disallowed because without proof of the actual cost 
to the affiliate. Id_..._..-__---.- 
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COST—Continued 
3. AFFILIATION AND Common ContTro~t—Continued 


Construction fee paid by licensee to an affiliated company found by 
Commission to be either a part of the construction department of licensee 
or an incorporated system of accounting interposed by the parent company 
(Electric Bond and Share) for the purpose of exacting construction fees 
from its supervised operating companies, held not allowable as part of the 
actual legitimate original cost of the project and any cost involved held to 
be covered by allowance for overhead charges on Electric Bond and Share 
billings for engineering services. Pennsylvania Power & Light Co...3 FPC 

Allowance for charges for engineering services rendered by parent hold- 
ing company, which controlled licensee throughout pertinent period, must 
be limited to the cost thereof to such holding company. 

In allocating overheads in cost accounting, a relationship of overhead 
costs to direct costs must be shown or the allocation is unwarranted. 


In determining the cost of Electric Bond and Share engineering services, 
the Commission allowed the capitalization of 50 percent overhead on direct 
actual salary cost. 

Engineering fees of an affiliated construction company allowed only to 
the extent of actual cost to affiliated contractor. Puget Sound Power and 


Fees for management services paid to affiliates allowed only to the extent 
of actual cost to the affiliate. Id 

Charges paid for services to holding company, which, during the period 
pertinent to this determination, controlled both the licensee and its prede- 
cessor through intermediate holding companies (which it controlled by 
proxies, stock ownership, common directors and offices, and other means), 
allowed only to the extent of cost of such services to it. Inland Power & 


Fee paid to affiliated construction company by licensee disallowed, follow- 
ing Pennsylvania Power & Light Company, 3 FPC 89. Id 

Rents and other expenses of branch offices maintained by affiliated con- 
tractor for contact with existing and prospective clients and development 
of new business do not represent overhead costs on this project, since the 
contractor, because of affiliation, was assured of licensee’s business. Puget 
Sound Power and Light Co 

Executive salaries of affiliated contractors representing new business 
expense, advertising, and publicity similarly disallowed. Id 

Entertainment expenses, traveling expenses, including cost of moving 
employees of an affiliated construction company and their families between 
jobs and branch offices, the annual retainer paid to a technical school, mis- 
cellaneous items classified as employees welfare and franchise and other 
taxes, disallowed as items of cost. 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or ACCOUNTING 
ApJusTMENTS, (f) Write-upe and Miscellaneous Items. 

In a consolidation of affiliated companies, amount which represents an 
excess of recorded amount (book value) over actual cost to the consoli- 
dated company of property transferred to it, is a write-up of plant account, 
which, pending disposition, should be classified in Account 107, electric 
plant adjustments. Utah Light and Traction Company 
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COST—Continued 


3. AFFILIATION AND Common Controut—Continued 


The write-up should be eliminated from plant account immediately by 
a charge to Account 271, earned surplus, the company having proposed no 
plant adjustments. Utah Light and Traction Co_...-22u-----.---- 4 FPC 

See ACCOUNTS AND ACCOUNTING, 10. RecuassiFication. 

Stipulated amount of excess of recorded cost on the books of accounting 
public utility of properties acquired from wholly-owning parent and three 
wholly-owned subsidiaries thereof over the cash cost to parent company 
and top holding company which had complete domination over the other 
companies, does not represent cost but a “write-up” and should be classified 
in Account 107, electric plant adjustments, pending further disposition. 
Western Galonede: PO CO ics acs aaheneeth <i <na~dand~eekcid-heas 4 FPC 

The difference between the recorded cost of other acquired property 
and a lower stipulated actual cost clearly represents a ‘‘write-up”’ since 
it does not represent any cost to the accounting utility. Jd......-_.-.-- 

Fees paid to an affiliated construction company (Phoenix Utility Com- 
pany) representing profits to the latter company, do not represent cost to 
the accounting utility since Phoenix was nothing more than an incorporated 
system of accounting interposed by the top holding company (Bond & 
Share) for the purpose of exacting construction fees from its improvised 
operating companies. Such fees representing intercompany profits should 
be classified in Account 107, electric plant adjustments. Jd_....-...--- 

The amounts representing operating deficit of acquired company, erro- 
neously capitalized, and construction fees paid to affiliate, should be dis- 
posed of by an immediate charge to Account 271, earned surplus. Jd_-_- 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (c) Inter-Company 
Contracts and Service Fees. 

Amount paid by licensee’s predecessor in interest (Frank J. Hoen, acting 
for Bertron, Griscom & Co., Inc.) for project assets acquired at foreclosure 
sale in 1913 rather than inflated amount at which those assets were capi- 
talized by licensee as a result of their acquisition by Susquehanna (controlled 
by Bertron-Griscom) in the “‘consolidation of 1908’’ should be allowed as a 
proper project cost since the foreclosure fixed a maximum rather than a 
minimum price for the assets. Susquehanna Power Co_--_-_-------- 4FPC 

Claims for services between closely allied interests require the closest 
scrutiny and intercompany profits involved therein should not be allowed 
as part of project oosts! “Ide ous se ssle cll ube li beds A le le 

Overheads of licensees’ affiliated construction company computed at 
100% of the latter’s actual pay-roll and expenses disallowed since no 
evidence was presented to show what, if any, actual overhead costs were 
incurred by the construction company, and there was a complete absence 
of arm’s-length dealing. The Commission’s 1922 Uniform System of 
Accounts forbids arbitrary allocation of overheads. IJd__._...--..------ 

Profit from rent paid by licensee to affiliate not element of actual legiti- 
mate oriwirlal deste! Pau léls 2c cds c loounllib seu. subldaad Jue 21 4 

Payments to licensees’ parent for services rendered by latter’s material 
testing laboratory allowed as proper project cost. Jd_.._......-.-.---- 

Rental paid for use of transmission line owned by licensees’ affiliate 


carrying energy to project allowed on showing that charge did not include 
a profit to latter. 
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COST—Continued 
3. AFFILIATION AND Common Controt—Continued 


Where there was a complete absence of arm’s-length bargaining, an 
umvuunt represented by stock issued to an affiliate cannot be allowed as 
cost for any services which may have been rendered by the affiliate above 
the proven cost of such services. Id 

In ascertaining cost of power sites owned by affiliated predecessor, cost 
of acquisition of stock of predecessor by consolidating interests was al- 
lowed, after deducting current assets and book cost of dam and power- 
house included at full cost in other plant accounts. Montana Power 


Excess of recorded cost to parent of power properties over cost so 
determined, and higher book cost on transfer to wholly owned subsidiary 
are write-ups which should be classified in Account 107. 

Write-ups in plant accounts of respondent resulting from the various 
merger transactions, all of which were between affiliates, are properly 
classifiable in Account 107. Id 

Construction fees paid by respondent to affiliated construction company, 
in absence of showing by respondent that it represented other than pure 
profit, should be classified in Account 107 as constituting associated 
company profit. 

See ACCOUNTS AND ACCOUNTING, 4. Costs, 5. Disposition or 
AccounTING ApJusTMENTs, (f) Write-wps and Miscellaneous Items. 

It is incumbent upon the Licensee, under the Commission’s no-profits- 
to-affiliates rule, to show that the balance claimed to be the cost of lands 
was the cost of the lands to its parent at the time the latter acquired 
control thereof and not profit, since the transaction was admittedly not at 
arm’s length. Minnesota Power & Light Co 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (e) Inter-Company 
Contracts and Service Fees; RATES, 1. Arriuration; RATE BASE, 7. 
TRANSACTIONS OF AFFILIATES. 


4. Bonus. 


Bonuses paid to expedite the clearance of lands within the time necessary 
for the completion of the project held to be a proper charge. Lezington 
Water Power Co 

Payment of a bonus in accordance with the terms of the contract. for 
completion of work ahead of schedule is an allowable cost item where there is 
shown to be no question as to the independence of the parties. 

Contingent salaries (bonuses) of a selected few officers and employees 
of the affiliated contractor, ‘‘measured by a percentage of the net earnings 
of the corporation,” disallowed as representing, a distribution of profits. 
Puget Sound Power and Light Co 

Bonus payments to employees to whom no announcement relative 
thereto was made in advance and who performed no additional service in 
return for such payments, were disallowed; likewise gratuitous special pay- 
ments to certain employees upon completion of the project. Alabama 
Ppwer C0. . concn enccwveck)}<~- dae? tuaiekt seuesu ai boviails vac 2 FPC 

In a determination under Section 4 (b) of the Federal Power Act, of the 
actual legitimate original cost of a licensed project, that amount of the 
claimed cost consisting of bonus and additional compensation paid employ- 
ees of the construction company but optional with the company and not 
necessary or representing additional services, was disallowed, even though 
said amount was not suspended in the joint report of the staff of the Federal 
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Page 
Power Commission and the Alabama Public Service Commission. Licensee 
was given ample notice that the staff questioned the propriety of this 
amount by its suspension in a supplemental accounting report. Jd____.- 483 


5. Construction Cost. 

Expense of banquet tendered supervising employees not a proper project 
cost. Louisville Hudro-Bladric Co... «2... acnonr<nm-re-needesn- 1 FPC 15 

Motion pictures and supplies where shown to be necessary and useful in 
project work can be allowed as a cost item; but where the only value of 
the film produced was shown to be for future project work other than 
licensee’s, such expense is not properly included in licensee’s construction 
CONG. | Files seat one teats thn sa tain anh Cen diaain Meae allele lt 154 
Observation platform for visitors an allowable expense of construction. 


Gr 






entertainment, not an appropriate item of construction cost. Jd_._..--- 
Expense of attendance by engineers of service company at gatherings 


and conventions, unwarranted item of construction cost. Jd_...-......- 157 
Proper portion of maintenance expense of automobile of engineer, proper 
item of construction cost. Northern States Power Co..._.._-__-- 1FPC. 343 




























Where licensee submits a claim labelled simply “local engineering’ 
which includes miscellaneous expenses not specified nor allocated, and 
such claim is based on estimate and not on actual cost, the item must be 
denied in toto. 






proper item of construction cost. Id_ --..... .-----.0-secenc--<neenans 
Expenditures purporting to cover part of the cost of building the highway 

in anticipation of constructing a project are not allowable as part of the 

actual legitimate original cost of the project where unsupported by proof 

and in the absence of a showing that such construction is necessary for 

TEES EINES, SO eg nn i ise 0 Ulead ean aati aniseed 338 
Charges for services rendered under agreement whereby the licensee is 

to furnish materials to a contractor at agreed fixed prices are not includible 

as a cost item where such charges are based not on fixed prices, but on 

arbitrary percentages unsupported by any showing in the record. Jd... 341 
Absolutely essential preliminary work allowed as item of construction 

cost. Held, one year is reasonable time for performance of the work. 

EORGIGIEE. CME OE, Bn en cc ch, sin ininiedeaidalnagecns 1FPC. 327 
Expenditures incurred by predecessors, which are legally and properly 

assumed by licensee, and which benefit the completed project, are allowable 

charges to be included in the actual legitimate original cost. Jd_.....__. 325 
Allowance for concrete in retaining wall must be limited to quantities 

shown by supporting records to have been used as distinguished from the 

amount called for by the specifications. Florida Power Co_.._.... 1 FPC 397 
Where reservoir clearing was done by local contractors and laborers 

on the best obtainable terms, total expenditures made in connection there- 

with are allowable notwithstanding the fact that evidence was introduced 

to show that the work might have been accomplished more economically. 

Expenditures made for mosquito control, subsequent to the beginning 

of commercial operation, do not constitute a proper capital charge. Jd_. 398 
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Expense incurred in obtaining amendment of license is a proper item of 
project cost. -idsceus 11) eassiessp-Daie adi ul. sling slgose cart 

The proper charge to the project for construction equipment is the 
difference between the initial cost and the salvage value. Jd_...-------- 

Where the record satisfactorily discloses that aerial surveys, photographs, 
and motion pictures of project property and project activity are of reason- 
able necessity and use to the project and the expenditures therefor are 
restricted to the actual needs of the licensee, their cost will be allowed as a 
proper charge to project cost. Safe Harbor Water Power Corp.-.. 1 FPC 

Where licensee did not build project but construction was by an affiliate 
under contract by the terms of which its securities were accepted in part 
payment thereof, the par value of securities cannot be allowed as the actual 
legitimate original cost of the project, and the Commission must look to the 
actual expenditures by licensee and affiliates. Clarion River Power 
The licensee’s claim, based upon the proposition since it contracted for a 
completely constructed project with certain of its affiliates and issued 
securities to its affiliates in part payment thereof plus certain cash borrowed, 
the par value of the securities plus the cash borrowed should be allowed as 
the actual legitimate original cost of the project, is devoid of real merit. Id- 

Licensee’s claim that the money value of its securities at the date of 
issuance be ascertained and allowed and the difference between the money 
value of the securities at the time of issuance, and the par value, should 
be treated as discount, find no support in law in view of the stipulation of 
record that the licensee and the construction company were under the 
same common control and ownership. Jd__-.---------------------- 

Neither the licensee nor the construction company could or did exercise 
any independent judgment in making arrangements for financing or for the 
construction of the project, both being completely dominated and con- 
trolled by the parent company, the obtaining of emoluments under such 
cunditicona irunt permitted by law. “Too occ coco ccc ccc cca cccuapoene 

Even though the securities were issued in good faith and were not in- 
tended as a device to evade the law, the Commission may still make inquiry 
of the transaction between the licensee and its affiliates, where there is an 
identity of interest, and under such circumstances the test of the reasonable- 
ness of the consolidation paid is the cost to the licensee and its affiliates 
incurred in the construction of the project. Id_...---------.---------- 

Commission may decide what are proper dates of commencing and ending 
construction where licensee’s claim is based on a contract with a company 
for power, the absence of arm’s length dealing being shown. Jd__-------- 

Grand opening party not a construction function, the expense of which, 
disallowed as an item of cost. Id 

Taxes paid on nonproject lands necessarily acquired and other carrying 
charges during construction allowed as a proper project cost. Lexington 
Wht TO Cilicia ioe haadk Slee pewtewawle. Lauer, Whhwses 1 FPC 

It is not proper that dividends on investments be capitalized under the 
guise OF DORNRUGR CORE,  FEsccokw. 4.00285 Sock Calo cbc dewlctaeae 

An amount expended for photographs which were used primarily by 
the consulting engineer of licensee and the Army engineers, and which 
were of great value during the progress of the work, will be allowed. Jd-_-- 
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Page 


404 


405 


371 







282 


286 


306 


465 


473 


481 


INDEX-DIGEST 


COST—Continued 
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Bonuses paid to employees upon dismissal recognized as a business 
practice which benefited licensee to certain degree. A part of the total 
amount is allowed as a charge to the project. 

Tests required by the Commission of the licensee after constructing are 
not properly chargeable as project costs, but are considered to be operating 
expenses, 

Gas well purchased by licensee an allowable item. Clarion River 
Power Co 

Drawings displayed in windows of affiliated companies not properly 
chargeable to construction cost. 

Error in computing a payment to be made resulting in an overpayment 
is not allowable as an item of cost to the project. 

The portion of the total expense of issuing bonds allocable to construc- 
tion costs is determined on the ratio between the period prior to the com- 


298 


301 


302 


pletion of the project and the period of the entire life of the bonds. Jd_. 304, 305 


Entire amount claimed as cost of construction supervision by parent com- 
pany disallowed upon the authority of Alabama Power Co., ante, p. 25 and 
Louisville Hydro-Electric Co., ante, p. 130. Florida Power Corp....1 FPC 

Cost of aerial surveys, photographs and motion pictures when shown as 
necessary can be allowed if shown that item does not include costs for 
publicity pictures, gifts, framed prints for office decoration, etc. Louisville 
Hydro-Electric Company, p. 130, distinguished. Safe Harbor Water Power 


Expenditures incurred for .publication of descriptive or informative 
pamphlets, expense of writers, editors, disallowed because in fact publicity 
expense. 

Where there is an absence of arm’s length dealing between licensee and 
company furnishing it office space, Commission can determine actual value 
of rental of such space. Id 

Old equipment may be appraised as salvage and be placed as a credit on 
construction cost subject to proper adjustment as and when equipment is 
sold. 

The costs of entertaining an editor of an engineering publication visiting 
the project and of preparing statements for newspapers and of preparing 
and publishing.a pamphlet on the project and other publicity matters 
represent expenditures incurred for publicity purposes but do not represent 
“actual legitimate original cost’’ within the meaning of the Federal Water 
Power Act. 

Cost of maintenance of railroad used for construction purposes is proper 
item for allowance. Portland General Electric Co 

Every expenditure is deemed to have been made with the exercise of 
reasonable judgment unless the contrary is shown by evidence. 

Cost incurred in connection with the use of a fault locator on transmission 
lines not owned by the licensee, not part of project, and which it has no 
obligation to maintain, held not allowable. Safe Harbor Water Power 


The removal of one waterproofing medium in favor of another type is 
classifiable as maintenance or repair work, but not as a fixed capital cost, 
and disallowed because the work did not result in a substantial addition to 
the plant. 
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COST—Continued 
5. Construction Cost—Continued 


Materials and supplies allocable to operating expense held not allowable 
as proper item of cost. 

The cost of building a bridge for a county, instead of maintaining a ferry, 
was held to be a proper charge; but a lump sum paid to provide an amount 
sufficient to maintain the bridge was considered to represent deferred 
maintenance, which should be charged to operating expense. Alabama 


The depreciated cost of six transformers, which had been used prior to 
their installation in this project, was allowed; and interest during construc- 
tion on this cost was to be based from the dates the transformers were 
installed rather than from the earlier dates when they were first obtained 
from the factory. Id 

The membership fee in organization to keep watch on legislative matters 
is disallowed as not a construction charge. 

Studies of the estimated load, cost, and expected revenue of retail elec- 
tric projects are not construction overhead. Id 

The difference between the purchase price and salvage value of material 
purchased for installation in the project flow line but omitted through a 
gross engineering error, not allowed. Pennsylvania Power & Light 


The cost of work undertaken to provide a deeper channel to intake of 
hydraulic canal, supply additional water required to hydraulic station under 
construction, and improve ice conditions during winter months, but stopped 
before completion because of change in plans, should be transferred to a 
suspense account pending completion or definite abandonment. Niagara 
Falls Power Co 

Cost of removing refuse, properly an operating expense but erroneously 
charged to fixed capital by licensee’s predecessor disallowed. Id 

Cessation salaries paid by affiliated eontractor to its field construction 
employees in the intervals between jobs allowed as a necessary construction 
cost. Puget Sound Power and Light Co 

Storage charges on turbines disallowed on the ground that such charges 
were attributed solely to a deliberate delay in construction. 

See COST, 3. ArriLiATION AND ComMMON CONTROL. 

Cost of investigating various streams other than the river involved dis- 
allowed, since the sites investigated are still available for development. 
Such cost should be carried in a suspense account until the sites investi- 
gated are developed or abandoned. Puget Sound Power and Light 


Cost of making a study, during period 1926-29, of the power requirements 
of licensee’s system for the next ten years, disallowed. Id 

Claim based upon a study of reproduction cost less accrued depreciation 
as the rate base rejected. Id 

Losses resulting from the operation of orchards on project lands pending 
their disposition are a proper project charge, provided licensee debits or 
credits project cost with the net result of its orchard operations in subse- 
quent years. 

Net loss suffered by licensee as the result of bank failure allowed, pro- 
vided additional liquidating dividends are credited to project cost as they 
are received. 


452 













INDEX-DIGEST 


COST—Continued 
5. Construction Cost—Continued 


Rental charges for use of transmission line in furnishing construction 
power project prior to date of the line’s inclusion under the license by 
amendment, disallowed. Interest during construction allowed on trans- 
mission-line expenditures to the same extent as if the line had been ini- 
tially ligemaetnc TO. 206 ~ —6ict eendiweld ~eubued-iavais)-<b)-.eskeneesu 

Unamortized debt expense arising from cash expenditures for printing 
general mortgage bonds of same predecessor company, exchanging tem- 
porary for permanent bonds, trustees’ services in connection therewith 
and the like, are not proper project costs where predecessor’s mortgage 
was foreclosed and all its assets sold by court order in 1913 to satisfy the 
the claims of bondholders. Susquehanna Power Co_.-.-.----- . 4FPC 

Fees paid to the State of Maryland for the incorporation of licensee are 
a@ proper project cost and are allowed. Jd__.._._._..-.--------.--.-- 

Retainer fees and expenses rendered subsequent to the end of construc- 
tion period and not shown to have been related to construction, dis- 
allowed: |: A@iisca's cdiw blictiiintign Akeddie qiataiies <atedalin démeslasisnne 

Various fees for engineering studies during prelicense period to assist 
licensees’ parent company in deciding whether it would make investments 
in the proposed project and its properties, disallowed, as services cannot 
be treated as any part of the process of construction. Jd__.-._...-..-.- 

Payments made by licensees to their parent company for salaries and 
expenses of latter’s employees engaged in the inspection and supervision 
of project construction prior to July 1928 and in actual construction after 
that date, representing actual out-of-pocket costs to parent company, 
allowed as a proper project cost since licensees had no engineering organi- 
zation and were dependent on that of their parent company to supply the 
services to protect their own interests during the construction period. Jd_ 

The Commission allowed costs of several parts of power plant construc- 
tion suspended is unreasonably high, rejecting, however, as erroneous, 
contentions of licensees that the phrase ‘‘actual legitimate original cost’’ 
includes all costs honestly incurred no matter how grossly extravagant, 
wasteful, or imprudent they may have been, provided there is no evidence 
of fraud, collusion or affiliation. Interstate Commerce Commission deci- 
sions interpreting the phrase ‘‘original cost,’”’ under its 1914 Classification 
of Investment in Road and Equipment of Steam Roads, rendered after 
the Federal Water Power Act was passed in 1920, have no bearing as to the 
controlling meaning of the statutory phrase ‘actual legitimate original 
cost” in the Federal Power Act. Jd. ..2..-4.--2--4-2-45--00s0. 2542s 

Since one-half of the time of licensees’ executives and general office clerks 
was devoted exclusively to construction work, that portion of their pay for 
the period involved was allowed as a project cost. Jd__.....-...------ 

Licensees’ claim as project cost amount paid to parent company to reim- 
burse latter for allocation made by it of salaries paid to its executives and 
general officers, disallowed, since record discloses no basis for allocation 
other than a judgment estimate, and it is to be inferred that such services, 
if any, were merely incidental to their employment as officers of parent 
company. Balance of claim allowed as complete records were kept showing 
actual cost and character of services, which were in connection with con- 
struction. Id 
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126 INDEX=DIGEST 


COST—Continued 
5. Construction Cost—Continued 


Amount claimed for interest during construction with respect to certain 
preferred stock installments, disallowed during period record showed there 
was no imminent need forfunds. Jd_._.......--.-------.------+2----- 

See ACCOUNTS AND ACCOUNTING, 5. Disposition or Account- 
inc ApsusTMENTS, (d) Interest During Construction; See COST, 15. 
INTEREST. 

Amount representing payment for legal services of attorneys now dead, 
allowed in part, on the basis of meager evidence in record, a number of 
the items are vague and indefinite or include both project and nonproject 
services without proper allocation. Jd_......-.--..--.------.------ 

Fees for legal services in the opposition to proposed legislation, disallowed 
as not appearing to have any relation to project construction. IJd____--- 

Prelicense fees for service rendered in erecting and sponsoring before 
three interested Commissions the legal structure providing for the opera- 
tion, maintenance and control (as distinguished from the construction) of 
the project. under an elaborate corporate set-up, amounting to conditions 
of the grant of the license itself, allowed as project fixed capital, although, 
in the absence of extraordinary circumstances, costs related to operation 
and maintenance of the project would ordinarily be treated as deferred 
charges amortizable over the life of the contracts covering such operation 
and maintestamees:: Féi YossU0ou LU eueb cul Lbs creed eg Viet 

Legal fees for conferences concerning proposed legislation ‘‘to change 
basis bonus tax on non-par stock’’ and to change the name of the Penn- 
sylvania licensee, disallowed, as being neither necessary nor’ beneficial to 
the construction of project. Id 

See COST, 17. Lecat Fess. 

Title examination expenses in connection with project lands, allowed. 


Payment for accounting services in connection with hearing before the 
three Commissions with respect to intercorporate agreements and plan 
allowed as a project fixed capital item. Jd._..-..---.-2-.-1-----_---- 

Payments for accounting services rendered in postlicense period and 
not shown to have been related to the construction of project, disallowed. 
The cost of printing a petition for postponement of a hearing before 
this Commission on the prelicense cost of this project, disallowed. IJd__- 

Out-of-pocket expenses incurred in defending the economic feasibility 
of the project before the State commissions and the Federal Power Com- 
mission against a vigorous and elaborate attack launched by another 
utility company, ‘allowed. Udi isis scicuidewosode tel es Ueedeades voc 

Though the experiment was not a success, the cost of a power plant for 
a radio communication system installed in 1928 and dismantled in 1930, 
was allowed as a proper project cost. Jd ail 

The cost of constructing housing facilities for operating personnel was 
allowed, the licensee having justified the expenditures made. Jd_.__.---. 

The cost of construction of access railroad to dam site to provide trans- 
portation facilities for construction materials and supplies and a permanent 
project transportation facility, was allowed as a proper project cost. 
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COST—Continued 
5. Construction Cost—Continued 


Amounts representing the cost of acquisition of lands and flowage rights 
disallowed where the record disclosed that the lands, outside the project 
boundary, were of no use or benefit to the project or there was no reason- 
able probability that they would be needed for the project. Jd 

See COST, 16. Lanps. 

Because of licensees’ refusal to submit as witnesses certain appraisers 
who had prepared a breakdown, or statement of particulars, showing the 
amount of claimed credit for non-project lands, the breakdown offered 
in refutation of higher appraisal by expert who testified at hearing, was 
refused admission for that purpose, but Commission allowed credit because 
of slight disparity between amount claimed, as adjusted for. disallowed 
parcels, and appraisal by expert witness. Jd__-..._.-.--.2-2 .------L- 

Licensee having paid an excessive amount for non-project wharf prop- 
erty, of which it retained only 1/10 whereas it had contributed 1/3 of the 
purchase price, the project should bear no more than its pro rata share of 
the cost, which was allowed. JIdiicdle~ssodunc seeeucca duce ced_ses 

Licensees’ claim as project cost amount paid to parent company to 
reimburse latter for allocation made by it of salaries paid to its executives 
and general officers, disallowed, since record discloses no basis for alloca- 
tion other than a judgment estimate, and it is to be inferred that such 
services, if any, were merely incidental to their employment as officers of 
parent company. Balance of claim allowed as complete records were 
kept showing actual cost and character of services, which were in connec- 
tion; with construction... Id. .......33.- nitwonkeeus au. tlcs nee 

Payments to licensees’ parent for services rendered by latter’s material 
testing laboratory allowed as proper project cost. IJd_._...-..--.--..-- 

See COST, 3. AFFILIATION AND CoMMON CONTROL. 

Reasonable expenses of director and executive committee meetings al- 
lowed as proper project cost. Jd... 242.02 22-22-50. esses seeee 

Amounts paid for insurance premiums on real property during the 
construction period a proper project charge. Jd_._..........-..--.---- 

Rental paid for use of transmission line owned by licensees’ affiliate 
carrying energy to project allowed on showing that charge did not in- 
clude a profit.to Jather.: [dusscas anki sass coscds Jcdmsecudi coun deuwll 

Amount paid by licensee for all. of stock of electric company in order 
to cause latter to convey all its property, including certain project lands, 
to licensees without consideration, allowed as proper project charge. Jd_- 

Cost of certified copies of documents used in proceedings before State 
commission relating to approval of lease under which the project is op- 
erated, allowed... Ids aiicnucsc. axd Janicibasiwenw aio cholo die das 

Licensees are equitably entitled to interest on approved expenditures 
applicable to the pre-license period at the rate of 6% per annum, com- 
puted monthly upon the accumulated total of such net approved costs, 
other than interest, as of the first day of each month, plus % of the net 
approved costs, other than interest, for the month of computation. Id. 

Amount claimed for interest during construction with respect to certain 
preferred stock installments, disallowed during period record showed there 
was no imminent need for funds. 


Page 


133 


136 


135 


138 


143 


140 


142 


143 


144 














Satan mee ewewerrrere 





128 INDEX-DIGEST 


COST—Continued 
5. Construction Cost—Continued 


A credit for power generated by project during construction period 
and taken into the system of licensees’ parent or sold to another utility, 
required to be made, after deduction for operating expenses incurred in 
the generation of such energy to project cost. IJd 

See COST, 14. Income. 

Interest payments on underlying bonds of predecessor company and 
on a real estate mortgage assumed by a subsidiary of that company 
made over a long period of years prior to period of construction, not 
allowable as project cost. Susquehanna Power Co__._...------- 4 FPC 

Expense of repairs to project property expended over a period of 
years prior to the period of construction, disallowed. IJd__..........__- 

Directors’ fees during the pre-license period were allowed to the extent 
of $20 per attendance per director. IJd__..........2--.------.------- 

The inclusion in Fixed Capital of accrued interest disallowed for the 
reason that it accrued prior to the period of construction. Jd_......._.- 

Retainer fees and expenses rendered subsequent to the end of con- 
struction period and not shown to have been related to construction, 
Gisallowedy | :2@ii24202 52 Ses WG tel Late 

Items of claimed cost representing alterations, replacements, and 
maintenance, incurred subsequent to the end of the construction period, 
disallowed, since they are operating expenses and not proper projeet 
cost, «MG ioe. suds er ee. See Swe SW aa ae 

Rents received during the construction period on project property ap- 
proved as a proper credit to project cost. IJd_.........--.----.------- 

Amounts paid for insurance premiums on real property during the con- 
struction period a proper project charge. IJd_______...-__--------_--- 

The “period of construction,” i.e., the period which governs the capi- 
talization of interest, taxes, etc. as project cost, includes not only the 
time reasonably required for actual physical construction but also a 
limited period prior thereto, called the “preliminary development period,” 
necessary for the conduct of investigations, surveys, land acquisitions, 
ete. Wdsliusli- sasevediodd begun cul Ateeussuuke Wu sed at a 

The amount claimed as part payment to the principal construction con- 
tractor allowed since the record shows that the transaction was at arm’s 
length and no facts developed during the hearing which cast serious doubt 
on that conclusion. Minnesota Power & Light Co__-.-.---.---- 7 FPC 

The assumption that the use of July 1, 1925, as “the half year point,” 
rather than March 1, 1925, as the date fixed for the end of the construction 
period for the computation of the postlicense interest allowance would 
serve“‘interest of simplicity,’ is contradicted by accounting testimony. 
The Commission has consistently determined the date of completion of con- 
struction without reference to any such assumption. Jd___..__..-_-_-- 

See COST, 3. Arrru1aTion AND Common Controt, 5. CONSTRUCTION 
Cost. 


6. CoNsTRUCTION PERIoD. 

The construction period is defined as including a period reasonably 
necessary for the performance of preliminary work absolutely essential to 
eliminate wasteful expenditures and delays in the subsequent develop- 
ment. Kanawha Valley Power Co... 2... 22 nc cenncccnnwocncs 1 FPC 
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COST—Continued 
6. ConstTRUCTION PERIOpD—Continued 


The construction period is determined by the evidence of record in each 
individual case, and here such evidence clearly points to a maximum of one 
year as a reasonable time for the performance of preliminary work. IJd__ 

The construction period to be considered in making an allowance for 
interest and taxes during construction, the value of power generated by 
the project during construction, and for other purposes, “‘is that which, 
with the exercise of due diligence and prudence, is reasonably necessary for 
the completion of all processes required for the achievement of the-project 
in commercial operation, including not only the period of actual construc- 
tion under contract, but that devoted to preliminary investigations, de- 
signs, the acquisition of necessary land, ete.”’ Kanawha Valley Power 
nie SA Sas Gs tas a th ish ec esi Seon al ean ae 2 FPC 
“Commercial operation’? as used above necessarily contemplates the 
end of the period required to complete the project whether or not power 
was then actually generated and revenue derived therefrom. The dura- 
tion of the preliminary period and the construction period as a whole is 
necessarily an individual problem presented in each case. It is a judgment 
determination not controlled by artificial rules and is not a matter of 
formulae. That judgment must be a reasonable one having its basis in a 
consideration of all pertinent facts. 2Id......--.:-.---.---------5-55 

The beginning of the period of operation does not necessarily mean the 
completion of all construction activities but a degree of operation capable 
of making the facilities available for the services for which they were in- 
PORN DDR rnc ~ anes tings- dentenneails aed dee edbeicadieanmeaat 

For capitalization of interest, taxes, and related charges, the period of 
construction was determined to be from July 1, 1923, to September 1, 
1926, and the period July 1, 1922, to June 30, 1923, to be the preliminary 
development period. Although delays caused by unusual floods, labor 
shortages, and changes in plans occurred in 1924 and 1925, Licensee filed 
no application for an extension of the construction period under Section 13 
of the Act; and the record shows that, with the exercise of due diligence, 
as required both by the Act and the license, the project could have been 
completed by September 1, 1926, as the project was generating electric 
energy by September 1, 1926, the project was substantially available for 
use within the meaning of the Act on that date. Alabama Power Co. 

Operating expenses prior to the end of the construction period were 
allowed as project cost; the amounts expended subsequently were dis- 
RECO AEs epeeled cared ~adkh = idiesiadh <del ica oue ho Oil tial ek 

The construction period during which interest, taxes, and related items 
may be allowed as part of the actual legitimate original cost of the project 
held not to be extended by deliberate delay of licensee in construction fol- 
lowing the sharp falling off of demand after the business recession of 
1929-30, resulting in increased project cost. The construction period does 
not extend beyond the date when the licensee, by due diligence and pru- 
dence, could have completed the project. The license prescribed the maxi- 
mum, not the minimum, period for completion of project construction. 
Puget Sound Power and Light Co 
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130 INDEX-DIGEST 


COST—Continued 
6. CoNnsTRUCTION PERIOop—Continued 


A reasonable, allowance is to be made for interest during construction. 
The construction period embraces not only the period of actual physical con- 
struction of the project, but also that devoted to preliminary investigations, 
‘designs, etc. Three years prior to the date on which actual physical 
‘construction began (the maximum period for preliminary permits), allowed 
as the preliminary period. Inland Power & Light Co_..------.- 3 FPC 

See LICENSE, 7. Construction PEriop. 

7. CREDITs. 


A salvage value of 50% of the original cost on certain unused materials 
is allowed as a credit to the project account in view of their adaptability 
to use on another project to which they were transferred. Kanawha Valley 
Oe nn a Fn a a re ce: fescacccte BEC 

Though Licensee introduced no evidence as to credits, the Commission 
allowed the credits, since to do otherwise would enable the Licensee to in- 
crease project costs by failing to introduce evidence. Alabama Power 
Seek skeee ee 2 FPC 

Credits for land rentals received prior to the beginning of the construc- 
tion period and subsequent to the end of the period were disallowed. 


Credit for power generated by the project after the end of the construc- 
i eee Wa eee.” 26 oe eo nee eae eo eee nove 

Credits for electric energy generated prior to the end of the construc- 
tion period are to be determined by the net amount received by Licensee 
from the sale of the energy generated by the project, and not by what it 
would have cost Licensee had it been secured from the next cheapest source 
available. Id phe 

Amounts collected during construction as rent on nonproject acreage 
should be treated as a credit applicable to project cost. Pennsylvania 
ey ahs Popmylephanlel ha edipaptetay ahah hint pts fiomay: Bmibifa’ ple .' S' FPO 

Net premiums applicable to financing constituent company’s subsidiary 
are not a proper credit to fixed capital accounts of constituent company. 
FO Se PT CO ee ch ee ee re eee uae ane 3 FPC 

Credits for interest earned on unexpended funds in bank disallowed 
since the allowance of interest was computed on monthly expenditures 
rather than advances to the contractor. Puget Sound Power and Light 
a eh wae eee 3 FPC 

Because of licensees’ refusal to submit as witnesses certain appraisers 
who had prepared a breakdown, or statement of particulars, showing the 
amount of claimed credit for nonproject lands, the breakdown offered 
in refutation of higher appraisal by expert who testified at hearing, was 
refused admission for that purpose, but Commission allowed credit be- 
cause of slight disparity between amount claimed, as adjusted for dis- 
allowed parcels, and appraisal by expert witness. Susquehanna Power 
Ce hee ere ee re eae ik ce ee ee 4 FPC 

Rents received during the construction period on project property ap- 
proved as a proper credit to project cost. Jd__._.-..-----------.----- 

A credit for power generated by project during construction period 
and taken into the system of licensees’ parent or sold to another utility, 
required to be made, after deduction for.operating expenses incurred in 
the generation of such energy to project cost. 
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COST—Continued 
7. Crepits—Continued 


The proposed credit. for power generated during construction is reduced 
to $355.83 since the Commission has determined that the construction 
period terminated as of March 1, 1925, rather than July 1, 1925, as claimed. 
Minncssta. Power, &:1aght Cts ciiccicin wi doupenccwnd bards «oe os 7 FPC 

8. DAMAGEs. 


Damages, in order to be allowed as expenditures, must occur during 
actual construction. Chelan Electric Co_-______.-_--_----.-----_-- 

Where damages from lessening of the flow of river were claimed by 
another company, a showing that benefits accrued and would accrue to 
claiming company because of regulation of river flow, justified a decision by 
Commission that damage item was not proper item of construction cost. 
This is so even though damaged company transferred land and rights to 
licensee without charge at a previous date. Safe Harbor Water Power 
PD. a Saco c eel ed ebaneceene elon See ee A Jerr 

Where damage was caused to a licensee, due to licensed construction, 
and payment therefor was at arm’s length, this item considered proper. 


Cost of replacement of facilities of water company rendered useless or 
destroyed by construction of project, considered as proper cost item under 
proper circumstances. Clarion River Power Co_.._..----------- 1 FPC 

Expenditures occasioned by dam slide allowable upon showing of direct 
responsibility therefor of the licensee. Lexington Water Power Co... 1 FPC 

Expenses of repair of damage during construction period resulting from 
unusual conditions and not from negligence or defective workmanship on 
the part of the contractor are allowable. Distinguishing Chelan Electric 
Co. opinion, ante, p. 102. Id 


9. Exrecrric ENERGY. 


Item of power furnished to construction company which is subsidiary of 
licensee, limited to out-of-pocket or increment cost to licensee. Alabama 
Power C@wanssgehs dui cos ietenns<\> Jeee- iawtea Ae = pais sens ots La ee 

There can be no profit to licensee allowed as cost, and although licensee 
claims 8 mills per kwh. used, the Commission is justified on the record in 
finding the actual cost of such power to be 0.703 perkwh. Portland General 
Biecivie. Cescsae ncbvaltalinme cinnesd stedt wend bbabuehh Ha- «thee 

Cost of power to licensee developed prior to completion of project not 
proper basis of credit item, and evidence of fair value necessary. Jd_._~- 

The licensee is limited to the out-of-pocket cost of energy generated 
by the project and used in construction. Lexington Water Power Co. 
onion = seh besh <ayeiihi<aeneee}- pn obeanihtnen sdk aad ai Mba ath > aaah 1 FPC 

The amount received for project power actually delivered is the correct 
amount to be quectited not the contract proportion for the period involved. 
See COST, 14. Income. 

The allowable cost of energy used for construction purposes which was 
supplied by an affiliate of licensee is, in the instant case, the published 
tariff rate.... Kenowha, Y allen. Fowat COsin 0n~nanddncsaewhe+ea- 2 FPC 

In determining the amount allowable for cost of electric energy fur- 
nished by licensee to the project during construction, no amounts will be 
allowed for “return on common stock” or for fixed charges and operating 
expenses applicable to electric distribution facilities. Alabama Power 
C6 ik cei tnnikdntscaisisnalaiugeacadamannaaaadee 2 FPC 
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132 INDEX-DIGEST 


COST—Continued ‘ 
9. Etectric Enercy—Continued Page 


The cost of temporary facilities constructed for transmission of power 
supplied by licensee for use in construction of project, as well as cost of , 
maintaining and operating such facilities, was allowed. Jd_-_-_- pO MIE 452 
The amount to be allowed for power furnished by licensee to affiliated 
construction company for construction purposes, purchased by licensec 
from affiliated companies, is the amount paid therefor, including an allow- ‘ 
ance for power purchased by licensee but not furnished construction 
company because of line losses. Pennsylvania Power & Light Co_. 3 FPC 112 
The cost of power, including line losses, furnished by licensee from its 
own system to affiliated construction company for use in construction is to 
be allowed as part of project cost. IJd_..-...-.-.-.-------- ~aki exo 112 : 
Cost of power furnished to the project during construction, from licensee’s 
own system, allowed. Puget Sound Power and Light Co_---- by an Bie O.. .243 ' 
See JURISDICTION, 2. Evecrric ENErey. 
10. Estimates or Cost. ) 


The Commission may require a natural-gas company to make reasonable 
estimates of the cost of property to predecessor companies in cases where 
records are not available. Hast Ohio Gas Co____._------------- 1FPC 594 

11. EvipENcE AND PRoor. 


Burden of proving the costs of a licensed project is on the licensee. | 
ROTI Ni a et wee i 1 FPC 33 
The evidence of alleged benefits to licensee offered in justification of its 
claim for reimbursement of an affiliated service company for loss on a con- 
struction contract is too conjectural and speculative, as the Commission 
cannot place the value of things which might conceivably have happened | 
under circumstances which could have existed but did not. Louisville 
SR IE rs ninco na na ca mameelciad dada eoemet can nae 1FPC 150 
The Commission has no authority to approve items as cost which are 
based on hypothetical calculations. Under the act, the Commission is 
required to determine the actual cost of construction, and departure 
from the act cannot be justified in favor of reduced capital charges any 
more than if it were to increase them. Safe Harbor Water Power 
Corp. 29081) DAB. Hie 839 NU BO UT IZ POG Due 20 2209 18h 1FPC 250 
The opinion as to the date the project became available for operation 
is a matter of engineering fact and may properly be based upon the records 
of the project’s performance or ability to perform. The opinion of the 
engineer witness was on a matter well within the range of his profession 
and he, having the requisite skill acquired by education and experience, 
was fully qualified to testify on the subject. Clarion River Power 
Oe ee ee ITS Ea CS ie re OE Seo L I Fk aks 1FPC 286 
Estimates of proposed project cost submitted at the time of application 
for license are not considered by the Commission as evidence of actual cost, 
but they do prompt careful scrutiny of licensee’s claimed cost which exceeds 
Ry GOS Cai Career ee Ey Ne eee de ea emt 289 
Fees paid to a partnership, the individual members of which in fact con- 
trolled the licensee and were officers and directors thereof, are disallowed on 
the ground that the actual cost to the partnership rendering such services 
fer which the fees were paid was not shown. Safe Harbor Water Power 
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COST—Continued 
11. EvipENcCE AND Proor—Continued 


Where there is an absence of arm’s length dealing, the Commission must 
demand evidence of cost to the affiliate company of the service rendered. 
Held, that the evidence submitted is wholly insufficient to determine the 
cost, if any, to the parent company. Florida Power Co____------ 1 FPC 

The Commission will take judicial notice of extraordinary economic 
conditions arising during the period of construction. Jd__....___..__-. 

Excerpts from Federal Trade Commission reports, properly substantiated 
by a former employee of the Federal Trade Commission having personal 
knowledge of such reports, are admissible before this Commission which 
is an administrative body and not bound by the usual strict rules of evi- 
dence. Leniagton: Wolter Power 06:3. .~ cam tnnne ceadnen<ante 1 FPC 

Where adequate records of costs do not exist as a criterion upon which 
this Commission may make a determination, estimates of costs are admis- 
sible, together with other relevant testimony and records, as a means of 
protecting the rights of licensee and as a basis of reasonable findings by 
the Congrnienee:, Fest ne <siessrrndt <ninke= <a bin eine aaa ese 

Where there is no evidence before the Commission of the cost of financing, 
engineering or promotional services, although licensee was given a 
full and complete opportunity, in the present proceeding, to introduce 
any evidence it had as to the cost of such services, inconformity with the 
opinion of the court, there can be no allowance for such items as a part of 
the actual legitimate original cost of a licensed project. Alabama Power 
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CO 2.~ wep innen the bceee-shdlaindideesigtece ciate: tec iiemeamintaa eRe 2 FPC 3135, 318 


A judgment estimate of the value of common stock issued to the pro- 
moters is without probative value when not based upon the value of the 
consideration received by the company at the time the stock was issued, and 
there is no reliable evidence in the record that any promoters’ services of 
demonstrable value or any other consideration was received by the com- 
pany fer such common stock. No electric plant was received for such 
stock and no amount therefor should remain in the electric plant accounts. 
WN orthcoagini es TREE CW each lh hcacentesepkerpiiins vtreniilin cppinttesinialan Sei aiet niall 2 FPC 

A claimed cost may be so in excess of the cost of comparable construction 
or purchase as to require disallowance of the claimed amount in excess of 
what is reasonable, where licensee fails to meet the burden of justifying 
such claimed cost. Pennsylvania Power & Light Co_.._....------ 3 FPC 

Opinion evidence of licensee’s expert that the fair market value of secu- 
rities issued in the consolidation was at least equal to their par value and 
valuation of licensee’s lands and water rights, rejected as having no pro- 
bative value. Niagara Falls Power Co_......----------=.-----+ 3 FPC 

Contention that determination of actual legitimate original cost of a 
licensed project ‘‘is no more than preservation of evidence useful only when 
the license has expired’ has been consistently rejected by the Courts. 
Cost determination is material in connection with Section 16 of the Act 
under which the United States may take immediate possession of the proj- 
ect when, ‘the safety of the U.S. demands it.” /d....-..-.-.-----.--.- 

On rehearing, evidence received established: a charge for engineering 
services, previously disallowed because of lack of evidence of relationship 
to the project, to be a proper project charge. Pennsylvania Power & 
BON OR. oo kasd Kan cewinace sab anatase ats 
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COST—Continued 
11. EvipENcE AND Prour—Continued 


Monthly retainers for legal services from June 1922 to February 1926 
allowed, but a claim for an additional amount disallowed since the record 
contains no evidence as to the nature of the services. Susquehanna Power 
ee nena ao ee ene ea OER pe ean cee R Ee 4 FPC 

Amount representing payments for legal services of attorneys now 
dead, allowed in part, on the basis of meagre evidence in record, a number 
of the items are vague and indefinite or include both project and non- 
project services without proper allocation. Jd___.-.--..-------------- 

Where the evidence indicates that costs of any part of the project 
materially exceed the estimates or are substantially out of line with com- 
parable costs of other projects or of comparable work on the same project, 
it is the duty of the licensee to show that such costs were the result of 
circumstances beyond its control and that it employed reasonable care 
and exercised due diligence in an effort to control such costs and prevent 
inflation in its investment in the project. Jd__...-------------------- 

Where the record clearly shows that licensee employed unaffiliated 
engineering and construction firms of good repute; consulted independent 
experts when unexpected difficulties were encountered; and made reason- 
able efforts to cut down those costs which appeared to be high, the items 
OP ON EO I, ah nah eee ebb ee onee eee melee 

The claimed cost of additional second-track roadbed not allowed on 
showing made as licensees were under a duty to demand of Railroad a 
concrete showing as to the necessity of the second-track roadbed and no 
showing of necessity down to date of hearing was made. Jd......_.---- 

Where cost of utility plant to predecessor companies is determinable 
from the books and records of predecessor companies, evidence of value 
is wholly immaterial to the determination of that cost. Montana Power 
CO iacste abe de en ee Ae Rie Cee Oe Ee we 4 FPC 

Uniform System of Accounts is rooted squarely in the cost concept 
and Commission has rejected evidence, at previous hearing, of company 
witnesses who espoused the view that assets should be recorded on the 
books of account at figures in excess of cost where assets were trans- 
ferred at higher ‘‘values” to nominally distinct corporations, no matter 
how closely such corporate entities might be related, dominated, or con- 
ROO ese et cnn os 6 NS ee eee Ree ad Soe ee 

The amount claimed as part payment to the principal construction con- 
tractor allowed since the record shows that the transaction was at arm’s 
length and no facts developed during the hearing which cast serious doubt 
on that conclusion. Minnesota Power & Light Co___--..------- 7 FPC 

It is incumbent upon the licensee, under the Commission’s no-profits-to- 
affiliates rule, to show that the balance claimed to be the cost of lands was 
the cost of lands to its parent at the time the latter acquired control thereof 
and not profit, since the transaction was admittedly not at arm’s length. 
Licensee has failed to sustain burden of proof.under requirements of Fed- 
eral Water Power Act of 1920 which were known at the time it acquired 
control of the lands. The Commission has searched the record to ascertain 
what is there shown as the cost of the 558.39 acres, and on that basis will 
allow any costs that it feels reasonably assured were actually incurred 
Wiel. We ene Oe RO IR: “FEssic2ecccscevsasesetscscsccctesce 
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INDEX-DIGEST 


COST—Continued 
11. EvipENCE AND Proor—Continued 


The method of arriving at the allowable cost of the 165.78 acres of 
flowage rights by a comparison of the tracts with known prices paid for 
comparable tracts is proper. (Alabama Power Co. v. McNinch, 94 F.2d 
G01, COGy Ol)? Fey 222 2 SSS Bs Sone eG Sa ed 

Since there is no evidence as to how much more, if anything, was paid 
for 71.23 acres of land because it carried flowage rights with it, Com- 
mission does not find it possible to allow more than $48 per acre, the 
amount recommended by staff engineer in his report. Jd_____-___-__- 

Since the licensee’s responsibility for the cost of reinforcing the two 
westerly piers of the railroad bridge above the dam has been established, 
the Commission will allow the $12,582.72 claimed, but the Licensee having 
(as judicially determined) no responsibility to reinforce the two easterly 
piers, amount claimed as cost of that reinforcement cannot be allowed as a 
legitimate cost to licensee of a necessary or proper part of the project. 


See PRACTICE AND PROCEDURE, 2. Burpmn or Proor. 

12. EXCHANGE OF ASSETS. 

Where assets are acquired in exchange for stock, the cost of the assets 
may be the actual and not the par value of such stock. Alabama Power 
COs a nnnsmnannstennks+ teste eany ae ene 1 FPC 

Where stock is not bought and sold on the market and has no ascertain- 
able market value, its actual value may, for purposes of determining the 
reasonable cost of assets obtained in exchange, be assumed to be equivalent 
to the value of the net assets behind it, especially in case of common con- 
TE, hing bc outds<<tanmcane aiiaddiiennnade dee abner 

Where bonds are given in exchange for assets acquired, the cost of such 
assets is the market value of the bonds at the time of exchange and not 
their par value At maturity, . £656 cnxiendananseerhshreusnienniow 

Where licensee did not. build project but construction was by an affiliate 
under contract.by the terms of which its securities were accepted in part 
payment thereof, the par value of securities cannot be allowed as the actual 
legitimate original cost of the project and the Commission must look to the 
actual expenditures by licensee and affiliates. Clarion River Power Co-- 
o> mes syinteree st ananltiinjas tniania inal lial naghaRe Rides od aches Sel el ee FI 1 FPC 

In approving a transfer of a license, the Commission imposed the con- 
dition that the cost of the land to the transferor is the maximum which 
could be allowed as the actual legitimate original cost to the transferee. 
The cost to the transferor was held to be the fair market value of the parcel 
at the time of acquisition by the transferor, and not the par value of capital 
stock issued therefor which had no market value. Alabama Power Co-- 
encore entice asl oe Jo deo ascot betes del deve was 2 FPC 

The difference-between the market value and the par value of preferred 
stock given in part payment of land and the appraised value of the non- 
project portion were disallowed. Jd___.._._._...--.-------i- -- + -- 

The cost of parcel land acquired through a merger and exchange 
of stock held to be based not on the par value of the stock issued in ex- 
change where the transaction was not at arm’s-length and the stock had 
no established market value, but on the actual reasonable cost, or then 
market value, of the parcel of land. Jd__-.-.---.....--.-1-_-- 22 -++-.-+- 
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136 INDEX-DIGEST 


COST—Continued 
12. ExcHance or Assets—Continued 


Transactions whereby distribution facilities, franchises and power con- 
tracts were transferred on January 1, 1910 to a predecessor company by its 
affiliate (acquired by licensee through a consolidation in 1918) resulting 
in a charge to the predecessor company in excess of the book cost of the 
properties to the original affiliated owner was disallowed as inflation not 
representing any investment, for there was no semblance of arm’s length 
bargaining in the transaction. Niagara Falls Power Co_-_--_--..--.- 3 FPC 

In 1910 merger of predecessor companies in which there was no pretense 
of arm’s-length bargaining, the book cost of properties acquired was 
increased without a dollar of investment and without any change in 
stockholders. Resulting write-up disallowed as inflation. IJd_.._...-.-- 

Intercompany profits paid to parent construction company by wholly 
owned constitutent company arising from land transactions, plant and 
transmission line construction, and interest on intercompany profits, and 
appearing on licensee’s books as a result of 1918 consolidation, disallowed. 

Consolidation of 1918 found to be not an arm’s-length transaction as 
neither group participating had any occasion or incentive to scrutinize the 
other’s property accounts. The cost provisions of the Federal Power Act 
“must be taken to forbid inflation of cost by any device.” IJd___---_--- 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (e) Inter-Company 
Contracts and Service Fees. 

In a transaction between wholly owned and controlled affiliates, no 
new cost can be created by the issuance and distribution among the old 
owners of additional securities without other consideration where no 
additional investment was made and no new plant was acquired. Montana 
Fa epee > aedlengentlh lgeetwed gh fo, byetpene on eee s ashes. “Sonne coagelinn cng d 4 FPC 

Final consolidation (1913) of all predecessor interests into respondent 
by acquisition of stock held by its president (who had been director and 
largest stockholder in predecessor company), and by Butte Electric, in 
exchange for stock in respondent did not result in any increase in cost, 
there being no arm’s-length bargaining but a consolidation or pooling 
of interest rather than a sale. Id 

See SECURITIES. 


13. EXPENSEs. 


Organization expense is determined by applying a formula based upon 
the average yearly ratio of total construction cost to project construction 
cost. The percentage thus obtained is used to determine that part of the 
organization expense chargeable to the projeet. Portland General Electric 
Co... --.oob Sawed) wesuloUi. eoideutedbuueed. bedi debieswabs 1 FPC 

Organization expense must be allocated to the cost of a licensed and 
nonlicensed property compound project. Jd__.-_..-.---..------------ 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (ce) Expenses. 

Where building rental item was once used by a State Commission as an 
item in determining a rate base, it should not again be considered as an 
item of construction cost, as such allowance would be tantamount to 
increasing the schedule of rates fixed by the State Commission. IJd____- 

As to individual items such as injuries and damages, telephone, telegraph, 
office supplies, held the figure allowed for general office salaries and expenses 
is presumed to include a fair amount for such incidental expenses. IJd_-- 
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INDEX-DIGEST 


COST—Continued 
13. Expenses—Continued 


Where estimate of expenses is rejected in favor of actual book entries of 
expenses, it is proper to use a representative month’s expense for the purpose 
of supplying the item for one month’s expense which was not recorded. Jd_ 

General office expense and employees’ salaries and payments for other 
services allowed. Alabama Power Co__._.----------.---------- 1 FPC 

Costs properly incurred in securing telephone service to project are an 
allowable cost item. Northern States Power Co------....--..---- 1 FPC 

A showing that some of the cost items charged to salaries of clerks and 
assistants were for promotion work or unnecessary for project purposes 
warrants decrease of amounts of items by Commission. Southern Indus- 
irice ane UUs BNC. ko ninco nccsndncscnnestddesatalodas 1 FPC 

Telephone and telegraph expense claim decreased when shown to be 
partly for promotional or unnecessary purposes. Jd___._.._.-.-------- 

Cost item for model testing and turbine investigation allowed, on showing 
that the service was necessary and could not have been done more inex- 
pensively. Safe Harbor Water Power Corp---.---.--...--.------ 1 FPC 

Expenditures for equipment, tools, etc., used in laboratory testing not 
allowable as cost items when shown to be in excess of licensee’s contract 
Oienilo. :. Fadi isn, crtsina ecb + cctahnsitahaiabaaialate Diels nies 1 FPC 

Expenditure paid for exploration and surveys of two dam sites are allow- 
able where proximity of sites rendered them joint beneficiaries. of the pre- 
liminary investigations. Florida Power Corp---...-...------..-- 1 FPC 

An amount expended for signs purchased and posted within the project 
boundary upon advice of licensee’s counsel, in order to protect visitors 
and trespassers against injury, will be allowed. Lexington Water Power 
CO.. .n deg geictnvonidindss Gartner ileal 1 FPC 

The expense of entertaining various groups of state and corporate 
Officials will not be allowed as part of the project cost. Id 

The licensee’s general administration expense was allowed where the 
services were engaged exclusively in project construction; and 3 percent on 
the licensee’s direct project cost was allowed as reasonable. Alabama 
POC OP kts cnicticicndiqguaccesditsn<aksnsmamtehemesirate«@ 2 FPC 

See COST, 5. Construction Cost. 

An allocation of general administrative expense on the basis of arbitrary 
percentages cannot be approved. Only the actual cost can be allowed. 
Puget Sownd Power: and. Fight Ce. 02 n35-qne 2 <eensen dns doesiann 3 FPC 

Administrative salaries previously charged to operating expenses in ac- 
cordance with an established policy of predecessor company cannot now 
be allowed as part of actual legitimate original cost of licensed project. 
Inland: Pewen  & Light Co. ...-.2< 65 <a <n eenben <<< 3 FPC 

Under the Commission’s Uniform System of Accounts there is a distinct 
separation of revenues and expenses in municipal power operations to 
same degree as in private power company operations and a similar deter- 
mination of net income. Central Nebraska Public Power and Irrigation 
District_...-.--- iS ca ethcreeephithl site wllieti kone. Satine mint dean 5 FPC 

For the purpose of testing companies’ rate reduction offer, the actual 
operating figures for revenue and expense of respondents for 1945 was ad- 
justed upon the basis of stabilization of company-produced and locally 
produced gas expected to occur in 1947. City of Columbus, Ohio.... 5 FPC 

See ACCOUNTS AND ACCOUNTING, 11. Untrorm System or Ac- 
COUNTS. 

512-874—67——11 
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138 INDEX-DIGEST 


COST—Continued 
13. Expenses—Continued 


The retainer fee paid to an attorney for the period following completion 
of construction must be aecounted for as an operating expenses. The 
amount allotted out of the total fee for legal services rendered during 1924 
to licensee’s predecessor in title must be disallowed since the licensee has 
failed to sustain the necessary burden of proof. Minnesota Power ,& Light 
COL. . -apata joaieut one os eaee 0GGasled -na twee el besnesui-wh 7 FPC 

Fixing March 1, 1925, as the date of commeneement of commercial op- 
eration causes the salaries and expenses incurred during March, April, 
May, and June 1925 to be accounted for as operating expenses rather than 
plant combi. PO sv ndises -- nisiasig ans 3-sd- 

See COST, 17. Lecat FEEs. 

Commission finds that the advertising expenses of the company in 1954 
are reasonable and should be allowed. Tennessee Gas Transmission Co__18 

Tennessee has not sustained the burden of establishing that the legal 
fees represent proper charges against the ratepayers in the instant. pro- 
OoNGINE) 184i... ...- nn ninn ne nnn sancn deen) dsyed- 305 ade di« 18 FPC 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (ce) Expenses; COST 
OF SERVICE. 

14. INCOME. 


Electric energy produced and delivered to an affiliated company’s line, 
held proper credit item to project cost, even though licensee claims that 
such energy had no commercial value. Chelan Electric Co__-__-_. 1 FPC 

Cost of power to licensee developed prior to completion of project not 
dependable basis of credit item, and evidence of fair value necessary. 
Portland Genetd There C62 3 SA EE, SAS SER 1 FPC 

The value of construction equipment transferred to another job and 
rent received for the loan of construction equipment should be credited to 
the construction equipment account. Lexington Water Power Co__1 FPC 

Value of power generated during construction period less operating 
expense, held proper credit item on construction cost. Safe Harbor Water 
Paar: Cir nF Fs fe eA FOOSE 1 FPC 

See COST, 9. Exectric Enerey. 

Licensee’s credit for power generated during construction and delivered 
to customers of its affiliate based upon the savings at the steam plant of 
the affiliate where the power would have been generated had licensee not 
furnished it, held by Commission to be inadequate. The proper credit is 
an amount equal to what the licensee would have received for its power 
had it been delivered to other customers. Jd______.___.-------------- 

Proceeds of salvaged timber of project land proper item of credit on 
construction cost. Northern States Power Co__........--------- 1 FPC 

A credit for power generated by project during construction period 
and taken into the system of licensees’ parent or sold to another utility, 
required to be made, after deduction for operating expenses incurred in 
the generation of such energy to project cost. Susquehanna Power 


FEU sti bee DSR SS = OS ie ee ee eee 4 FPC 
See COST, 5. Construction Cost. 
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INDEX-DIGEST 


COST—Continued 
15. INTEREsT. 


Simple interest at rate of six percent per annum on monthly debit 
balances of the fixed capital account, held not an unreasonable allowance for 
interest on funds during construction period. Portland General Electric 
COe io te- ahess be ed Se oh alld cane’ orien einen adt cn 1 FPC 
Item for ‘‘carrying charges on construction in suspense” not allowed. 
The theory that a proportion of the initial investment in a project should 
be carried in suspense after completion of the first unit, until other projects 
are constructed, permitting interest and taxes to run on such “unused 
capacity” is not in conformity with the Federal Water Power Act and is 
unsound. iy iRGNNR. Foss 151s dein o.d} antiden- saat cnieaenennrh ac 

Interest for preliminary period prior to actual physical construction of 
project allowed. Chelan Electric Co-.----.2)..-. 00-2223 -2---52 1 FPC 

Interest allowed on proper costs of construction for period during which, 
with the exercise of diligence and prudence, is reasonably necessary for the 
completion of all preliminary investigations and construction. Alabama 
P06? 60d os ohnmem- heindeanes-sulseeett Is ~ial+ pl doe 4-40 1 FPC 

Lack of arm’s length dealing betwee n 1 affiliated companies, one of which 
is licensee, will allow Commission to disregard rate of interest agreed upon 
between: them... Chelan. Blecirig COii5.i55 cb swice weed Sede Jane be 1 FPC 

Rate of interest used by I.C.C. in valuation cases, adopted. Jd__.__-- 

Compounding of interest to increase capital expenditure item not al- 
bowed: (8s settnawe-ods in -adal-oils Ase linen cn tet aad eeee 

Carrying charges on unused capacity, i.e., interest on unproductive 
portion of investment, not an allowable item on the record. IJd__._ ...~- 

Interest at the rate of 6 percent is allowable on construction costs during 
the construction period under the circumstances shown in this case. 
Loutsville Hydre-Blecttse Cé...i.36- 54+ 2 acinus deewtes stad-ens das 1 FPC 

Not merely its technical physical functioning, but the nature of the use 
for which it is designed, and its adequacy to meet the burdens such use 
entails are factors to be considered in determining the date the project can 
be regarded as available for operation. Jd__.__-.--....-------------.- 

The factors to be considered in allocating interest during construction 
period to the project cost are as follows: (a) The date upon which construc- 
tion commences and is prosecuted with due diligence, marking the begin- 
ning of the construction period; (b) the date the property becomes available 
for service marking the end of the construction period; (c) the rate of 
interest to be applied to expenditures during construction period; and 
(d) the method (simple or compound) by which interest shall be computed. 
Portland General Electric Co_...--.--~--- teFttid alae ices aghd teh oleh 1 FPC 

Interest item on cash expended allowed on an adjusted three-year basis 
after accounting for disallowances in cash advances. Southern Industries 
and Utsiisties, Tati i 3.0 sbukans bi 37 daibeows selwyeuedd.eo} 1 FPC 

Licensee’s proposal to lump interest for a construction period for all units, 
regardless of individual completion dates, rejected as hypothetical, even 
though reduction proffered on total. Date of beginning of commercial 
operations considered as proper date for basing interest charges, and 
interest amounts must be allocated between construction and operation on 
basis of actual unit completions. Safe Harber Water Power Corp 


STE onan eee ee aera aan eae see geesee Eee C oaks See 
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COST—Continued 


15. InTEREStT—Continued Page 


Interest must be allocated to each unit of project so that interest on com- 
plete unused units will not be charged as part of original cost. Jd_...... 250 
Licensee is entitled to include in its claim for interest, reasonable charges 
for interest upon the proceeds derived from the sale of its common stock 
expended for construction purposes. Due to the intercorporate relation- 
ship between licensee and its parent corporation, funds advanced by latter 
are treated as licensee’s own funds and the Commission finds 6 percent 
simple interest to be a reasonable rate to allow thereon. Jd__________ 252, 254 
The terms of the contract whereby an affiliate constructs and turns over 
to the licensee a completed project in commercial operation do not pre- 
clude the Commission from finding the date upon which a plant becomes 
available for service for the purpose of terminating interest charges during 
construction. Clarion River Power Co....--.---.--------------- 1FPC 286 
The opinion as to the date the project became available for operation 
is a matter of engineering fact and may properly be based in part upon 
the records of the project’s performance or ability to perform. Jd___... 286 
What is sought is not the date of beginning commercial operation but 
rather the date upon which the property became available for use as it is 
the latter date which marks the termination of the period during which 
interest and taxes and other items can be charged into the capital accounts 
CPUs PEON. = FF VFEIO es SE BOLL, OL oslgees Oe See a dee 
The termination of the construction period for the purposes of the Federal 
Water Power Act does not necessarily mean the date of the cessation of all 
construction activities, as it is recognized that certain construction activ- 
ities continue into the operating period which are and can be carried out 
without undue interference with operation. Such was the situation in this 
Dene. ee eee eee ere Bees PSs Rees MS 
No expenditures can bear interest prior to the beginning of the construc- 
Cicer ERNE OTs DIP AEIeS JUTE LS CO EO Sd bases 291 
Where first mortgage twenty-five-year 644 percent gold bonds have been 
sold and the proceeds clearly shown to have been used for meeting con- 
struction expenses, it follows that the interest and discount thereon, to- 
gether with certain other expenses of record, are chargeable to the project 
cost as interest during construction. Jd__.......__._-_------__-_--__- 316 
Under the Federal Water Power Act, interest is recognized as a capital 
charge to the actual legitimate cost of a project: 
(a) To the extent that it accrues on an interest-bearing debt incurred 
for the acquisition and construction of a licensed property or parts thereof, 
restricted, however, to that part of the debt representing the cost of the 
property chargeable to the project under the sales of accounting provided 
in the license, after such funds became available for use (payment of con- 
struction accounts) and before the receipt or completion or availability 
of the property for the service for which it was intended; and 
(b) To the extent that it constitutes a reasonable charge for interest 
during the construction period before the property becomes available for 
service, on the licensee’s own funds expended for construction purposes. 
This rule also provides that interest shall include such portion of the 
discount and expense on interest-bearing funded debt issued for construc- 
tion purposes as is equitably assignable to the period between the actual 
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INDEX-DIGEST 


COST—Continued 
15. InteREstT—Continued 


issuance of the securities and the time when the property acquired or the 
improvement made becomes available for the service for which it was 
iieE si DUE oo cianndcdicacsetiinnntacames minnie 
Where convertible income bonds are convertible par for par into 8 per- 
cent preferred stock at the option of the holder at any time after comple- 
tion of the project, it is obvious that such bonds cannot be treated as “‘in- 
terest-bearing debt’’ and accounted for under the rule relating to interest, 
discount, and expenses, there being no conclusive evidence of record of 
when, to whom, and what amount, or at what price bonds were sold. 
Under such circumstances the Commission will treat the proceeds of such 
bonds as licensee’s own funds and allow reasonable charges for interest 
thereon during the construction period. Jd_........--------+--------- 
Where the record discloses that at the time the financing was done for 
the construction of a project it cost approximately 7 percent to raise 
money and assuming that the owners of the property might be expected 
to provide the necessary funds beyond the amount raised from the sale of 
bonds, interest should be allowed on such funds at the rate of 7 per- 
00M. £diciiwdeecas cbcnduibnthoitemambneneh iene 
Interest charges which may properly be entered in capital accounts 
are confined to reasonable charges for interest during the approved con- 
struction period.on funds expended for construction purposes. Kanawha 
Volley Power COs. 6.cc0 ics ca dseus a. tenascin 1 FPC 
Under the Federal Power Act the Commission must discard methods of 
computing interest which result in theoretical interest charges. Jd ____-- 
On the supposition that the expenditures for preliminary work would 
be fairly evenly allocated over the twelve months of this preliminary 
period, the equivalent allowance for acrrued interest would be six months 
figured on the funds herein found to have been expended for construction 
PUPA: 6 Finns nsdn ne <0 debi aitie hyinieds eae tebe 
Interest on expenditures made for part of a project unit that was incom- 
plete as of the date of claimed cost statement and accounting report is not 
allowable as a proper project cost until the unit is completed and placed 
in service. Safe Harbor Water Power Corp..-...---..----------- 1 FPC 
No interest will be allowed on funds received from sale of stock and 
deposited in a bank account drawing interest. Jd_..-....-.---.-.----- 
In making allowance for interest during construction, consideration 
should be given to the following factors: 
(1) The date upon which construction commenced, 
(2) The date the project became available for commercial operation. 
(3) The rate of interest to be applied to construction expenditures. 
(4) The method of computing interest on the licensee’s own funds 
during the construction period. 
Flétida: Peg COs icc oO hoe MONDE Lee cee de 1 FPC 
Upon the basis of the average cost of money to the parent company 
during the period of construction of this project, which was financed by 
advances from the parent company, 6 percent is determined to be a reason- 
able charge for interest. Chelan Electric Co__......------.----- 1 FPC 
Compounding of interest is not allowed in the determination of the actual 
legitimate original cost. 
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142 INDEX-DIGEST 


COST—Continued 
15. InreEREst—Continued 


Claim by licensee for extension of construction period for breaking-in or 
“vepair period” as enhancing interest charged, not allowed on the facts. 
Simple interest at the rate of 6 per centum per annum is allowable on 
fixed capital account between August 1, 1918, the date marking the be- 
ginning of the preliminary period, and March 15, 1923, the date the project 
became available for operation. Northern States Power Co_....__ 1 FPC 

When it is impossible to determine exactly how construction funds were 
spent, monthly expenditures are not a satisfactory basis and the net pro- 
ceeds on the bonds and debentures will be assumed to have all been ex- 
pended in payment of the actual legitimate cost of construction, and 
interest on the bonds and debentures will be allowed in the amount result- 
ing from applying the rule for computation as set forth in fixed capital 
account No. 394, of the system of accounts in force at the time of con- 
struction. Lexington Water Power Co.__.-.--_----------------- 1 FPC 

The difference between the net proceeds of the bonds and debentures, 
and the total funds necessarily expended in payment of the actual legitimate 
cost of construction will be assumed to represent the funds raised by inter- 
company financing; and interest will be allowed on such funds calculated 
at 6 percent per annum during the period such funds were available for 
project construction purposes during the period of construction, less in- 
Purest Ul UODi CenOntes 116i ee est ck ees ss cccceee ot ee 

Expenses of trustees under a mortgage and taxes in connection with 
bonds and debentures should be entered in an interest account not subject 
to aunereamenatins, 1 dee Os 208 So ee) 2s SOT BOLO Cys it! 

No interest is credited for an amount paid in advance of the due date 
when benefits can be shown to have inured to the licensee through such 
DATIRUEEL Rite oes eee a sa ee oat Oak Re EE a ERE Oe 

Interest will be allowed on amounts expended in acquiring nonproject 
lands shown to have been necessary as a means of furthering completion 
ERA in NO Stra eo ay antec She ee AR Ee eee 

The Commission will allow interest on that portion of funds raised by 
intercompany financing as was actually expended for construction. IJd__- 

The usual factors to be considered, upon which to determine reasonable 
charges for interest during the construction period, before the property 
becomes available for service, on the licensee’s own funds expended for 
construction purposes are as follows: 

(a) The date upon which construction commences and is prosecuted 
with due diligence, marking the beginning of the construction period; and 

(b) The date the property becomes available for service, marking the 
end of the construction period; and 

(c) The rate of interest to be applied to expenditures during the con- 
struction period; 

(d) The method by which such interest shall be computed. Jd..---- 

Where (1) the Commission has allowed a straight 6 percent interest rate 
to be capitalized during the approved construction period on proper project 
costs, and (2) there is no question as to its adequacy to cover all elements 
of financing costs, and (3) there is nothing in the record to indicate that 
the interest rate is not adequate to cover all elements of financing costs, 
and (4) such allowance was intended in lieu of all other financing charges, 





Page 


173 


349 


438 


438 


439 


443 


454 


448 


437 








INDEX-DIGEST 


COST—Continued 
15. INTEREST—Continued 


an additional financing charge, such as charges for services rendered in 
an unsuccessful attempt to obtain funds, will be disallowed. Northern 
States Bower, LA~ccqeyprqnps sida de JACEE G et EE 1 FPC 

Where actual physical construction of the project began on August 1, 
1921, interest on proper project costs may not be computed further back 
than a three-year preliminary construction period, i.e., August 1, 1918, Id_ 

Reasonable cost of project may include an allowance for interest for a 
reasonable preliminary period for investigation, designs, acquisition of 
land, ete... Alapaam: Feet, Ce iiss ciceitiddiini is hn bibeiteeneis 1 FPC 

The fact that construction of the project was contemplated sometime in 
advance of the passage of the legislation which made the site available does 
not warrant the allowance of interest on expenditures incurred prior to the 
beginning of the construction period. Kanawha Valley Power Co.._ 1 FPC 

Charges for taxes and interest for a preliminary period prior to the com- 
mencement of actual physical construction for the purchase and acquisition 
of land and the accomplishment of preliminary investigation, surveys, 
plans, and designs allowed as cost item. Chelan Electric Co__-_-_-- 1 FPC 

Interest allowed for preliminary work (the making of examinations and 
surveys, for preparing maps, plans, specifications and estimates, and for 
making financial arrangements) is restricted to ‘‘not exceeding a total of 
three years.’ Portland General Electric Co.._.---..------------ 1 FPC 

One and a half years are allowed as the accrual period of interest and 
taxes upon the supposition that investigation expenses would be fairly 
evenly allocated to the 3-year preliminary construction period. Northern 
Sisice. FRO Mlvan «b-psc dense adeeb Ga saa ig bs a Rl a ad 1 FPC 

Licensed projects constructed solely for storage purposes are available 
therefor when the gates of the dam are closed. Accrual of interest and 
taxes allowable as part of the project cost thereupon terminates. Jd____- 

Six percent represents, in the instant case, the proper rate to be used in 
determining the allowance for interest during construction. Kanawha 
Ralley fat. CO sw ccereadiedncee chbkes ddan Ces ee 2 FPC 

Where the Commission has previously made an allowance for interest on 
a retaining wall, it will not allow an additional amount for interest cover- 
ing a period subsequent to the time the wall was determined to be available 
for use. Safe Harbor Water Power Corp__...-.---------------- 2 FPC 

Where additional items of cost are allowed subsequent to the date of the 
original determination of cost, and additional allowance will be made for 
interest during construction, Alabama Power Co_-----.-------- 2 FPC 

In determination of the actual legitimate cost of Respondent’s proper- 
ties, interest during construction in excess of 6 percent simple interest, paid 
by a subsidiary to affiliated companies for an advance of construction funds, 
was held to be excessive. Chicago District Electric Generating Corp. 2 FPC 

Where there was no specific financing for the project, the Commission 
allowed simple interest at the rate of 6 percent per annum as a reasonable 
rate for the use of the licensee’s own funds. Interest at said rate was 
allowed for one-half the preliminary period on all approved project expend- 
itures, other than interest, and for the active construction period, com- 
puted as of the 15th day of each month on one-half of that month’s ap- 
proved project expenditures, other than interest plus the accumulated total 
of prior approved expenditures other than interest. Alabama Power 
GOs... ciccwadadicaphiinn dacs dads acaaseiese eda aha eee 2 FPC 
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144 INDEX-DIGEST 


COST—Continued 
15. IntTEREstT—Continued 


Six percent simple interest allowed as interest on licensee’s own funds 
used during cénstiuction::''Idei isn. ssc ieee Ses eleeank 


See ACCOUNTS AND ACCOUNTING, 5. Disposition or Account- 
1nG ApJusTMENTS, (d) Interest During Construction. 


Interest during construction where no plant was constructed but the 
plant was already in operation on acquisition should not have been cap- 
italized. It was ordered removed from Account 100.5 by a charge to earned 
surplus. St. Croix Falls Minnesota Improvement Co______.----.-- 3 FPC 

Funds used in construction of project are to be treated as licensee’s own 
funds and a reasonable rate of interest allowed thereon where, because of 
the intermingling of funds from all sources, it is impossible to segregate 
and indentify the exact source of project construction funds. Pennsylvania 
Pee Mar Oe... cen wae tice cleeetateeorpepceeetae 3 FPC 

Interest at the rate of 6 percent on construction expenditures allowed 
Oe DI Re ee een cree ces cuntcceWuregcnatecncustpeces 

Discount on bonds issued to pay interest on bonds previously issued by 
predecessor company cannot be allowed as interest during construction. 
Bk ag he deemien ocy irl Bah pene echo ba Tg te. 3 FPC 

Since none of licensee’s permanent financing could be specifically “ear- 
marked” as applicable to this project only, 6 percent determined to be a 
reasonable rate for use of licensee’s own funds during construction. Puget 
Bee FOO GARE CA GO os no ocak oc cpaccpececincankauc 3 FPC 

An additional amount for interest during construction allowed on engi- 
neering expenses previously disallowed but approved on _ rehearing. 
Fousprens Teter GQ THM Ces. 22 225 co ccc access sesesc 3 FPC 

Items representing interest accruals in excess of amount applicable to 
construction period and charges for labor and other items incurred over a 
period of years and improperly charged to plant account (partially offset 
by improper credits) should be removed from Account 107 and disposed of 
by a charge to Account 271, earned surplus. Pacific Power & Light 
se Se aot cunt aa ee maAe ow ages dapebageaamue aawap ees aes 3 FPC 
In addition to interest allowance for preliminary period, simple interest 
for the period of construction at the rate of 6 percent per annum, to be 
computed monthly upon the accumulated total of net approved project 
costs, other than interest, as of the first day of each month plus one-half 
of the net approved project cost, other than interest, for the month of 
computation, allowed. The balance included in the revised postlicense 
interest claim disallowed. Minnesota Power & Light Co____-.---- 7 FPC 

The assumption that the use of July 1, 1925, as “the half year point,” 
rather than March 1, 1925, as the date fixed for the end of the construc- 
tion period for the computation of the postlicense interest allowance would 
serve “interest of simplicity,” is contradicted by accounting testimony. 
The Commission has consistently determined the date of completion of 
construction without reference to any such assumption. Jd_....-._---- 

See ACCOUNTS AND ACCOUNTING, 5. Dispostrion og Account- 


ING ApJusTMENTS, (d) Interest During Construction; RATE BASE, 
5. InTEREsT Durine ConsTRUCTION. 
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COST—Continued 
16. LaNnps. 


Value of lands agreed upon between transferors and transferees not 
dependable when parties are under same common control. Alabama Power 
C6 ee eR ee To GSS Ste PUSS ee Se ee 1 FPC 

Not par value of stock exchanged for lands, but actual value thereof, is 
proper criterion of actual cost of land. Jd_........------------------- 

Prospective earnings of lands expected after intended use, no basis of 
dobarmminghied OF eae Re ee eee ee aca See A 

Engineer’s valuation when based on prospective earnings not proper basis 
for Geteniaeastionh OF: GBR" Fas oS ee ee 

In a cost determination the Commission cannot regard (1) any special 
value arising from the right of the owner to use such lands in the develop- 
ment of water power from a navigable stream adjacent to them; (2) any 
special value of such lands arising from earnings expected from their use in 
hydroeleétHic Gevalia: 2 1 dO? 3 HA ele Se ee a oe 

Purchase of land rights shown to be at “arm’s length” gives rise to pre- 
sumption that purchase was made with the exercise of reasonable judg- 
ment. Portland General Electric Co........-.------------------ 1 FPC 

Cost of right-of-way lands submitted by licensee as $20 per acre accepted 
in view of inability to ascertain exact cost, and in view of the appraisal 
of a State Commission of the land at a comparable figure. IJd__----_.-- 

Where it was shown that land was needlessly purchased and could have 
been held by option as similar lands were held, the cost item for such pur- 
chases will be reduced to the amount the options would have cost. Southern 
Industries and Utittiés, Tae 0's. 1 FPC 

In determining the cost of project lands, held reasonable to apply the 
unit cost per acre of the total land to the project and nonproject lands 
alike, as the use of such a formula would result in arriving at the closest pos- 
sible determinable cost of the lands, both project and nonproject. Clarion 
River POOR CRS) 228805. EE eee FOR ee oe 1 FPC 

Where direct evidence of cost is not available, reconstructed cost may 
be used under proper circumstances. Northern States Power Co... 1 FPC 

The burden of proof to establish the cost of land is on the licensee. Id_- 

In determining the cost of land, the Commission is limited, not only by 
the definition of ‘‘net investment’ in section 3, but by the more specific 
provisions of sections 14 and 20 of the Federal Power Act to the actual, 
reasonable, and legitimate cost at the time of its acquisition by the licensee. 


Under the law, the Commission is not permitted to speculate regarding 
any item of claimed cost, but is required to base its action on definite proof. 
There is no such proof in the record and a finding unsupported by sufficient 
evidence to warrant it is beyond the power of the Commission. Jd___--- 

Commission limited to consideration of actual reasonable and legitimate 
cost at time of acquisition by licensee. Alabama Power Co-_----_-- 1 FPC 

Rental for land used in connection with construction activities though 
not within project boundaries, and allowable item. However, licensee not 
entitled to rental above carrying charges on its project lands (6 percent of 
their cost) plus 2 percent allowance for taxes. Louisville Hydro-Electric 
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COST—Continued 
16. Lanps—Continued 


Lands not essential or necessary to the maintenance or operation of the 
project cannot be a proper item of cost. Clarion River Power Co. 1 FPC 
The appraised value of nonproject lands is the best evidence of their 
value, and such appraised value is the proper amount to be deducted from 
the claimed cost of the project land. Id_._.........-.--.--s---.----- 
Appraised value of nonproject lands acquired in order to get that part 
of tract lying within project area allowed as proper credit to project cost. 
Te STOTT Fe NE NE SI a cin ernerncs cxbiamndk eomieiiieinel 1 FPC 
Item for unused quarry lands not allowed though shown to be unused 
only because other rock supply was sufficient. Jd__._...--.----------- 
A loss represented by the difference between the purchase and sale prices 
on land acquired by licensee as quarry site but not actually used as such, is 
allowable as a proper project cost where it appears that the acquisition 
was made upon the advice of expert geologists for the purpose of insuring 
the licensee against the emergency of an inadequate supply of stone to be 
used in construction of the project and to effect a saving in the price of 
UIE A oo vsiarc ocho io cnteaue ones mccperesney aus eoneaieeials ladies tae 
Where the licensee is unable to purchase land lying within the project 
boundary without purchasing adjoining lands, and the purchase price is 
reasonable, the total cost minus the prorated purchase price and acquisition 
cost of the land lying outside of the project area will be allowed as part of 
the project.cost... Florida Power, (0:00.05 0-0 eecinnnitane doonane 1 FPC 
The provision in a contract covering the payment of 300 horsepower of 
electric energy to be supplied in perpetuity, cannot be regarded as an 
indebtedness assumed by the purchasers in addition to the purchase price 
of lands, when it amounts to considerably more than the licensee claimed as 
as the value of the land and several times more than the amount fixed by 
the Commission. Lexington Water Power Co_.-....------------- 1 FPC 
Recreational value of lands is not an element of value where the record 
does not indicate that the owners and licensee considered it at the time 
GUTOR CE tale AO. AE Gano. nendbsa de s+ <omneniceret eine ano 
When nonproject lands are necessarily acquired in connection with the 
purchase of project lands, the estimated cost of lands inside the project 
boundaries is the difference between the estimated value of lands outside 
the boundaries at the time of acquisition and the total cost of lands ac- 
GQUMOT, Biles add act anitivivese ash ie ened aici dent ae gina bae~ okt 
Interest will be allowed on amounts expended in acquiring nonproject 
lands shown to have been necessary as a means of furthering completion 
GE CS PRS, teh. no naitne-ais anodes hovenveni tout sonndwnosabewn 
Taxes paid on nonproject lands allowed as a proper project cost. Jd__~- 
The actual reasonable cost to the licensee of land and water rights of 
Lock 15 is to be determined upon the basis of the consideration paid therefor 
by the Traction Company, predecessor company of licensee, in arm’s-length 
transaction. Alabaie FOC. 65 jon hae ooidaeesee <H-nann <n 2 FPC 
The amount paid.in settlement of litigation in cash and by assumption 
of a debt was allowed; but payments in the same settlement in the form of 
electricity furnished at a discount was disallowed because the electricity 
was furnished largely in return for cancellation of a service contract involv- 
ing the exclusive franchise to distribute electricity, and not solely as con- 
sideration for the lands, and, moreover, the then market value of the power 
delivered was not established. Jd 
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INDEX-DIGEST 


COST—Continued 
16. Lanps—Continued 


Where the price of lands purchased by the Licensee is to be paid by the 
furnishing of electricity to the vendor’s companies, the price of the elec- 
tricity as fixed under the existing contract, made at arm’s-length (and not 
the actual cost to the Licensee of the power furnished), determined the 
money value of the consideration paid for the lands, which is the amount 
to be allowed under the Interstate Commerce Commission 1914 Classifica- 
tion of Accounts and the Federal Power Commission System of Ac- 
CGbnle: -) 86ers ches SCRA ESS ote etapa aie aabioeesonecdaake 

Where licensee purchased the right to flood certain lands at a cost in ex- 
cess of the cost of adjacent land, and the licensee, although put on notice, 
introduced no evidence to support the reasonableness of the claimed cost, 
the highest price paid for adjacent land was allowed. Jd_.....-._-____- 

In the absence of evidence by the licensee of the fair market value of said 
parcel of land at the time of its acquisition by the original licensee, the 
Commission found the fair market value to be the price fixed under an 
option, obtained at arm’s-length, for all the stock of the corporation whose 
entire assets consisted of the parcel in question. Jd_......-.--..------- 

The amount paid for a parcel of land evidenced by deeds and receipts was 
allowed; but the amount which the licensee,was unable to support was dis- 
SO, Rola so = Sele Sore pee age dda tp ennneen aides stoma alatatch em apenas peed 

See COST, 3. AFFILIATION AND ComMON CONTROL. 

In a determination under Section 4(b) of the Federal Power Act of the 
actual legitimate original cost of a licensed project, the cost of land wholly 
outside the project boundaries, acquired for various reasons, including an 
error in the preliminary surveys, to obtain control of a ferry useful in the 
project construction, to avoid litigation over parcels which, although not 
actually flooded, were rendered inaccessible by the reservoir, and because 
the reservoir interfered with potential dam sites on a tributary creek, was 
allowed, although ordinarily the project should not be charged with the cost 
of parcels lying entirely outside its boundaries. Jd_._...--.-.--------- 

Amounts representing the cost of acquisition of lands and flowage rights 
disallowed where the record disclosed that the lands, outside the project 
boundary, were of no use or benefit to the project or there was no reason- 
able probability that they would be needed for the project. Susquehanna 
FUG Wh cet ee ec non a ge ea CA oo ee oe 4 FPC 

It is incumbent upon the Licensee, under the Commission’s no-profits-to- 
affiliates rule, to show that the balance claimed to be the cost of lands was 
the cost of the lands to its parent at the time the latter acquired control 
thereof and not profit, sincé the transaction was admittedly not at arm’s 
length. Minnesota Power & Light Co........-.------------_-- 7 FPC 

Licensee has failed to sustain burden of proof under requirements of 
Federal Water Power Act of 1920 which were known at the time it acquired 
control of thelands. The commission has searched the record to ascertain 
what is there shown as the cost of the 558.39 acres and, on that basis, will 
allow any costs that it feels reasonably assured were actually incurred 
within the meaning of the law. 7a. =. oe oe ree ee 

The method of arriving at the allowable cost of the 165.78 acres of flowage 
rights by a comparison of the tracts with known prices paid for comparable 
tracts is proper. (Alabama Power Co. v. McNinch, 94 F. 2d 601, 608, 
614.) 
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COST—Continued 

46. Lanps—Continued 

Since there is no evidence as to how much more, if anything, was paid 
for 71.23 acres of land because it carried flowage rights with it, Commission 


does not find it possible to allow more than $48 per acre, the amount 
recommended by staff engineer in his report. Jd 


17. Lecau Fgxs. 

Cost of services by counsel to get Commission to adopt rules favorable 
to licensee not allowable. Alabama Power Co...---....-------- 1 FPC 

Legal services in perfecting licensee’s title to project property allowable. 


Attorneys’ fees though usually allowable, are not so when it appears 
that attorneys were members of a legal department of an affiliated service 
company and their services were included in the construction contract. 
Lombaville, Fuge FROG LD 6s on hasnt rniendee eas Saenmetantmiae 1 FPC 

Expenditures such as those incurred in connection with Congressional 
regulations, not proper cost items. Southern Industries and Utilities, 
TI a a cA in eck pata igs I ie a aN Bk eR 1 FPC 

A finding that certain legal services were rendered to a company other 
than licensee warrants disallowance of cost item for such services. IJd_-- 

A charge for services shown to be included in the retainer of an attorney, 
disallowed, though another attorney acted in his place. Jd_.-.....----- 

Traveling expenses of attorneys in connection with sale of certain prop- 
ORG CIR I es cutethiicteomatahicn tivated 

Though necessary legal services were performed after completion of 
project due to land damage suits, the item for services after completion 
cannot be allowed when the item is conjectural. Commission is precluded 
by the act from compromising. Safe Harbor Water Power Corp. 1 FPC 

Though counsel is director of the licensee and employed by another com- 
pany, compensation for his special services may be proper cost item. 
Borthere: MiGNbe: FOUN. Coin cg wan brine en snieteheneenne< 1 FPC 

Fees for legal services rendered in unsuccessful attempt to obtain enact- 
ment of Congressional legislation to authorize the purchase of land for 
project purposes disallowed as cost item. IJd_....-.------------------ 

Reasonable attorneys’ fees for necessary legal services are allowable as 
part of project cost where relationship is purely that of attorney and client 
and the services were economically advantageous to the licensee. Florida 
PeRGs cag ctpirvindiinectietibeddanAcakeAtan arweneeoneeee 1 FPC 

Fees charged by attorney employed by company performing services 
under contract are not proper project costs. Lexington Water Power 
Caso tse abie eel uGa rea e p Otered eee eink een 1 FPC 

Fees charged by attorney employed by affiliated company which com- 
pany did not bill licensee, disallowed. Jd_.....--..-.----------------- 

Fee charged in successful defense of a contract action brought against 
licensee allowed, but fee charged for defense of contractor’s employee 
charged with violating a local statute was not an expense chargeable to 
thie disenses and the projects: Ids. on ia nb cde scnntedginacsipdencne 

Fee paid for an interpretation of the Federal Water Power Act, allowed. 


Services performed by a lawyer are not necessarily legal services because 
so designated, and when it appears that the services in question more prop- 
erly come within the scope of financial rather than professional legal work, 
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COST—vuvntinued 
17. Lecat Fees—Continued 


even though aspects of the work may have involved legal problems, the 
services are to be classified as financial rather than legal services. Northern 
Buhte Péwer Ce... sd Sse cen ates esos cada kee 1 FPC 

A charge for legal services rendered in connection with the obtaining of 
the enactment of general legislation is not allowable, though it is allowable 
if it is for special legislation directly related to the project. Jd.._..._._-. 

Amount representing payment for legal services of attorneys now dead, 
allowed in part, on the basis of meagre evidence in record, a number of 
the items are vague and indefinite or include both project and nonproject 
services without proper allocation. Susquehanna Power Co... 4 FPC 

Fees for legal services in the opposition to proposed legislation, dis- 
allowed as not appearing to have any relation to project construction. Jd_. 

Fees for legal services with respect to liability for gross receipts taxes, 
disallowed, as being of no benefit to the project. Jd_...-.....-..---..- 

Legal expenses incurred in connection with the acquisition of land, 
flowage rights and settlement of damage claims allowed. Additional 
amount covering the legal fees connected with the railroad bridge law 
suit will be prorated between the two claims involved in the ratio that 
each item bears to the total, in the absence of a basis for prorating this 
charge between project and nonproject cost with exactitude. Minnesota 
Ponet & Tigh Mpc. wits 02s stnnditiadedic te paitenatn bei 7 FPC 

The retainer fee paid to an attorney for the period following completion 
of construction must be accounted for as an operating expense. The 
amount allotted out of the total fee for legal services rendered during 1924 
to licensee’s predecessor in title must be disallowed since the licensee has 
failed to sustain the necessary burden of proof. IJd_.....-.....---.--.- 


See COST, 13. Expenses; PRACTICE AND PROCEDURE, 10: Ar- 
TORNEY. 


18. Nut INVESTMENT. 


Net investiment in hydroelectric project as of beginning of license 
period is original cost thereof less depreciation accrued up to that time. 
Metropélttan ' Bdseon Cesena), Sowa kc see S55 ksh sa. See 6 FPC 

In determination of net investment of hydroelectric project as of begin- 
ning of license period, applicant is not entitled, under section 3(13) of 
Federal Power Act, to fair return on actual legitimate original cost, plus 
similar costs of additions and betterments before deductions for depre- 
ciation or reserve items therein referred to are made, since depreciation 
in question is for pre-license period and every provision upon which it relies 
states that dedustions from cost are to be made from excess earnings ac- 
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cumulated ‘‘during the period of the license.” Jd_.__.0_.._..-.----- 192-193 


Definition of ‘‘net investment” in section 3(13) of Federal Power Act 
governs meaning of that term in section 10(d) of act. Niagara Falls 


Definition of “net investment” in section 3(13) of Federal Power Act 
contemplates computations and determinations of items that “‘have been 
accumulated during period of license.””’ Jd....-.---.----------------- 

Definition of ‘“‘net investment” in section 3(13) of Federal Power Act 
is not applicable to interim determinations under section 10(d) of the act 
covering a fractional part of license period. Jd.....-..-.--.----.----- 
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150 INDEX-DIGEST 


COST—Continued 
18. Net INvEstmMeNtT—Continued 


Section 3(13) of Federal Power Act establishes legislative standards 
for determining net investment. It does not prescribe a specific account- 
Sng forma. * FdSS2 sé see es cies: {se2bSccsdcsesssstesscscs oe 

Definition of “cost” in section 3(13) of Federal Power Act represents an 
element of the legislative standard enacted outside the definition of “‘net’’ 
mvestment’™ iteslé.)) doo 20 59s aoe Se eR Sol cpio a 

Under section 23 of Federal Power Act, ‘fair value’ as applied to 
projects already constructed is deemed to be ‘“‘net investment”’ of licensee 
in projeeh Ui GE Gate GE ie A FE 2G Oe Oe De es So 8 vik 

Section 3(13) of Federal Power Act contemplates ultimate testing of 
earnings by standard “of a fair return on such investment.” Jd_______- 

By changing the words ‘‘actual, legitimate investment” to “net invest- 
ment’’ Congress in the 1935 amendment to section 10(d) of Federal Power 
Act did not modify the substantive meaning of that section. Jd_______- 

Legislative standard to which all accounting formulas must conform 
is that licensee’s ‘‘actual, legitimate investment” in a project is deter- 
mined by reducing total investment by retirements and depreciation 
weneives Fee ee eee ro Bi i ce tee a 

For determination of net investment Federal Power Act requires re- 
duction of original investment by amount of accrued depreciation. To do 
otherwise would defeat Congressional objectives in enacting section 10(d) 
of act as a means of preventing profiteering by licensees from excessive 
rates collected from ratepayers beyond fair return on net investment. I[d_- 

In conformity with express standards and criteria of Federal Power 
Act and with sound accounting fairly applied, ‘net investment”? becomes 
base for computing rate of return as shown by staff’s report. Jd 

See RATE BASE, 8. VauuarTion. 


19. OPpTIONs. 


The par value of stock issued to individuals who in fact were both vendor 
and vendee does not represent the purchase price of an option. The orig- 
inal cash purchase price of such option is the only amount to be allowed as 
the proper charge to project costs. Southern Industries and Utilities, 


The cost of an option on an auxiliary steam unit site can be properly 
disallowed where the record does not support its relationship to the con- 
struction of ithe: projett.::!: fd 2uuod. steed b bs est Vine 200 ates - 

Where options were taken on project land by a party other than permittee 
and no proper basis of an obligation on the part of the permittee to com- 
pensate in accordance with their contract has been established and where 
the permittee has failed to establish through its agreement with the 
Tennessee Valley Authority an obligation which can be passed on to the 
latter, the cost of such options is not allowed as part of the cost of the 
eereee tase oa A. 3. Ob bles Bie. i a eee canes casa 

Cost of options on project lands which are permitted to lapse in order to 
effect lower purchase price of identical land is allowable. Florida Power 
BG seeker eee ee mas th... onpoille boiwe aaiew 1 FPC 

Options on lands just outside the project boundary are reasonably ob- 
tained when no survey lines have been run, and their cost will be allowed 
under certain circumstances. Lezington Water Power Co. -_--..-_-- 1 FPC 
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as part of the eonstruetion period is three years. 


INDEX-DIGEST 


COST—Continued 
19. Options—Continued 


The amount paid for an option on land, which the licensee had actually 
purchased previously, was disallowed as not a proper project charge; but 
payments for options permitted to lapse which fixed a price at which 
Licensee was subsequently able to acquire the lands though they had 
greatly increased in value, were allowed. Alabama Power Co. ____- 2 FPC 

20. PRELIMINARY PERIOD. 


The maximum preliminary period allowable for investigations and 
Jand acquisitions is three years. Chelan Electric Co__...._------ 1 FPC 

Where a licensee makes preliminary expenditures with a view to the 
development of three distinct projects, only that part of such expendi- 
tures as may be applicable to the instant project may be included as part 
of the cost thereof, and the balance must be carried in a suspense account 
in accordance with the provisions of the system of accounts. Clarion 
River Powe? Col oi 62 be GEL eee J itt OLS ae By 1 FPC 

Unexpected delay in assembling project land, caused principally by 
failure to obtain neeessary legislation to authorize the use of certain Indian 
Jands—which legislation was eventually incorporated in the Federal Water 
Power Act of 1920—is of a sort which can be considered by the Commission 
in fixing a reasonably sufficient period for the completion of preliminary 
work required for the construction of the project. Northern States Power 


In view of the delay in construction caused by obstacles and interfer- 
ences not inherent in the problem of construction, it is determined that the 
maximum period of three years can be considered as reasonably necessary 
for the performance of preliminary work prior to the beginning of actual 
constructions: Fai f. ive l scans. . oe 2, 2 Se Sea ee 

Two and one-half years prior to the beginning of actual construction 
represents period reasonably necessary for the preliminary work absolutely 
essential in the construction of the project and such period is allowed. 
Clarion: River Power Cos). 2s o00lei PuoFUGEe oud gues we SPS 

In fixing a preliminary period prior to the beginning of actual physical 
construction, the relevant facts to be considered, in instances where no 
preliminary permit is issued, may be stated as follows: (a) A reasonable 
period for the purposes of section 5 of the Act, viz. ‘for making examina- 
tions and surveys, for preparing maps, plans, specifications, and estimates, 
and for making financial arrangements’’; (b) a reasonable period (see 
section 4 (f) of the Aet) in which to obtain the data and perform the acts 
required by section 9 of the Act; (ec) a reasonable period for the perform- 
ance of preliminary work such as that concerned with the acquisition of 
project land, water rights, etc., and which are essential to eliminate wasteful 
expenditures and delays in the subsequent development; (d) a date sub- 
sequent to which expenditures and activities show a fair degree of con- 
tinuity. All these factors are to be considered and given such weight as is 
just and proper in each case. This does not mean that no other factors or 
elements may be taken into consideration. Kanawha Valley Power 
CO SEE OL Seis oe lS so ot ao ooo ae can eee me ances cake 2 FPC 

The maximum preliminary period permitted under the Act for inclusion 





































436 


347 


347 


288 


16 


152 INDEX-DIGEST 


COST—Continued 
20. PRELIMINARY PERIOD—Continued 


The date of the beginning of “actual construction under contract’’ and 
not the date of the Commission’s authorization or issuance of the license is 
determinative of the end of the preliminary period. Jd..........-..--.- 

Contingencies within licensee’s knowledge prior to beginning of con- 
struction which results in delays beyond its control cannot be used to effect 
an extension of a preliminary period reasonably necessary to carry out the 
requisite activities preliminary to actual construction under contract. IJd_ 


21. Property UsEep aNnp USEFUL, 


Where a sufficient amount of stone is crushed for present and future use, 
only the cost of the amount actually used in construction of the project as 
defined in section 3(11) of the Federal Power Act will be allowed. Safe 
Harbor: Water Power: Gore ap roca woes ocues sucubedewee biwe deed 2 FPC 

Amount expended to convert a construction building into a clubhouse 
for project visitors and employees, not useful in the operation of the project, 
held not a proper project cost. Pennsylvania Power & Light Co.. 3 FPC 

Amounts representing the cost of acquisition of lands and flowage 
rights disallowed where the record disclosed that the lands, outside the 
project boundary, were of no use or benefit to the project or there was 
no reasonable probability that they would be needed for the project. 
Susquehonna Pow Coviiwei-- -iniiees snk onsesvewcawssdiiacs 4 FPC 

The cost of a site which is not now and never has been used in utility 
service should be classified in Account 110, other physical property, in 
absence of evidence of its being held under a plan for future use for that 
purpose... . Mentane ‘Paewer: Ces -nsnisiencs san eee cause setae eede 4 FPC 

Production property not to be used in the future or abandoned and 
dismantled, eliminated from the rate base. Penn-York Natural Gas 
Corn. « deb siiaceaes sesinc dlp eisuuped-sds wat aeius sasoseiubs 5 FPC 

The Staff of the Commission offered no objection to applicant’s proposed 
purchase, construction, and operation of facilities but it took issue with 
applicant as to cost basis on which applicant intended to reflect purchase 
of the 8-inch and 10-inch pipe line upon its books. New York State Nat- 
ural Gas Cones a. wanaciesi cs -bertasinwo. ed. os eu inwcukgad 7 FPC 

A fundamental accounting principle is that, if facilities, previously used 
in the transportation of natural gas in interstate commerce, are acquired 
(the first category), the aequiring utility should reflect them on its books at 
original cost less accrued depreciation. On the other hand, if a utility 
enlarges its gas plant by new construction (the second category), that is 
to be reflected on its books at actual cost. Id__....-.------1--+.--2-- 

Since all of the pipe line, which applicant proposes to purchase, has pre- 
viously been used for transportation of natural gas in interstate commerce, 
the fact that it later became dormant and was not used in the public service, 
nor in any service at all, does not, for the present purpose appear to be 
material; -d@isiww. dove wresbosbeudieues ules coeecudasl seeds lA. 


22. Roaps AND BRIDGES. 


Replacement of road, voluntarily, which was destroyed by project, not 
proper expenditure when shown that license was not required to do so, and 
the road destroyed was of negligible value. Northern States Power Co_-- 
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INDEX-DIGEST 


COST—Continued 
22. Roaps AND BripgEs—Continued 


Where, under the Alabama statute, and pursuant to orders of the Ala- 
bama court, the licensee paid several counties for flooding public roads and 
bridges, the amounts paid were allowed, even though the counties did not 
in every instance, construct new roads. Alabama Power Co-_-_-.-..- 2 FPC 

Expenditures in connection with the relocation and reconstruction of 
about sixteen miles of a branch of the Pennsylvania Railroad necessitated 
by the raising of the river level above the dam in the construction of the 
project, including incidental pusher-locomotive service and railroad 
company watchmen, minus a credit by the railroad for the superior facili- 
ties provided, allowed as proper project costs. Susquehanna Power 
CG sini al Satis sign ta tk cian ateed nc dean cee ee 4 FPC 

Licensees’ contract obligation with the Railroad in connection with 
the building of a second-track roadbed at the new location, cannot operate 
either to preclude or conclude the Commission’s inquiry into whether 
amounts expended pursuant thereto are allowable project costs. Jd___-- 

The claimed cost of additional second-track roadbed not allowed on 
showing made as licensees were under a duty to demand of Railroad a 
concrete showing as to the necessity of the second-track roadbed and 
no showing of necessity down to date of hearing was made. Jd_____---- 

Licensees given a further opportunity at further hearing to sustain 
burden of proof as to claimed cost of additional second-tract roadbed 
on relocation of original one-track branch line. Jd__..-..-...--------- 


23. Service Company. 


Where the interests of service company were so intimately connected 
with licensee as to make the company a subsidiary of licensee, its separate 
corporate entity may be disregarded and any fee paid to it as profit not 
allowed: Alabema: Power. Ges a ssa ons ain nite susie sawieinsse~ue 1FPC 

Amount paid by licensee to reimburse affiliated construction company for 
loss on Government dam, not a part of project works, improper item in 
original cost. Loutsville Hydro-Electric Co.........---.-----.--- 1 FPC 

Services by company constituting necessary part of engineering estimates 
of cost shown to be necessary and allowed as reasonable cost item. South- 
ern Industrice dnd Utilities; 186... - aisniiiviciotinupennia akeupeninwee tue 

Where permittee was not obligated for expense of service performed by 
service company, the item held disallowed. Jd_.......---.-----.----.- 

Affiliation having been established, the Commission will proceed upon 
the legal basis that there has been a lack of arms length dealing between 
the affiliates, and the burden of proof is upon the claimant to show the 
character of the services, the necessity to the project therefor, and the cost 
to the affiliated company performing them in order that the reasonableness 
of the charge may be determined. Lezington Water Power Co_-_-_-.-- 1 FPC 

Fee to service company for promotional services disallowed on showing 
of lack of arm’s length dealing with leave granted to licensee to show cost 
of services in question. Safe Harbor Water Power Corp._....-..- 1 FPC 

Fee to service company for acting as fiscal agent allowed in part and 
disallowed in parts ::i Fd wsssens on oui ower sisel-knobaub ab neswoulsnwumuie 
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154 INDEX-DIGEST 


COST—Continued 
23. Service Company—Continued 


The amount claimed as part payment to the principal construction con- 
tractor allowed since the record shows that the transaction was at arm’s 
length and no facts developed during the hearing which cast serious doubt 
on that conclusion. Minnesota Power & Light Co___-.----------- 7 FPC 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (e) Inter-Company 
Contracts and Service Fees, 5. Disposition oF ACCOUNTING ADJUSTMENTS, 
(c) Inter-Company Fees and Profits; COST, 3. AFFILIATION AND COMMON 
ConTROL. 

24. Service oF INDIVIDUALS. 


Officers of utility who are also officers of private service companies must 
discharge duties as trustees of consuming public, and are forbidden by law 
to negotiate or consent to an intercorporate contract imposing unnecessary 
costs upon the utility. Louisville Hydro-Electric Company ------- 1 FPC 

Where service company and licensee are under common control, full 
showing of salaries and bonuses to dual officers must be made, and evidence 
submitted from which it may be determined whether or not duplicating of 
CORT: CUI. cA Dai camind idioms Menad gota Sages 

Guide service expense, proper item of construction cost. Jd___-------- 

Expenses incurred for entertaining and conducting parties over a project 
are of a character consistently and uniformly disapproved by the Com- 
mipsion.. <c1QPten ACO LOOT AO ok nd ke Hi ope asdee eedoee 1 FPC 

Item for salaries of option land agents reduced, on showing that the 
period of time was extended beyond that reasonable and necessary. 

Reduced on agreement by parties. Southern Industries and Utilities, 
we SAE OSE HL 2S SU Cees SoU G. Lda ted a se 1 FPC 

Claim for consulting fees by members of service firm decreased as cost 
‘item because of extension over much too long a time and consequently 
unreas@nalbenaie, 14 s2iuu2k02 Bee soe ae CU Lie 

Claim for fee by individual who made a study in development of a plan 
‘for rural electrification, held not a proper item of cost under the act. IJd-_- 

Fee for study of available coal supply for steam plant, disallowed. I[d_-- 

Fee for drawing of proposed power house allowable cost item, but 
study and drawing costs of proposed industrial city sixty miles below dam 
is not a. proper cont! item: “1e. oS te Ue ol A Sh os 

Salaries and expenses of executives determined on basis of three years, 


Traveling expenses of president and secretary of corporations, decreased 
on showing ‘that some of the expense was promotional or unnecessary. 
Cost.of engineering services performed which might ordinarily qualify 
as proper. charges to the project, are disallowed because the specific services 
were waived by a joint agreement. Id 


Though officers of licensee received salary for another source, yet 
where proper-showing is made of their service to licensee and lack of dupli- 
cation of salary, the item is allowable as cost item. Safe Harbor Water 
Fe ore a ee oe aca eas bee aceubes 1 FPC 

Unclaimed wages are a proper item of cost, but must be placed in a 
suspense account. Clarion River Power Co__....._..-------- ascwk ee 
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INDEX-DIGEST 


COST—Continued 
24. Service or [nprvipuaLs—Continued 


Portion of salary earned and paid after the project was placed in com- 
mercial operation is allowable as an item of construction cost upon intro- 
duction of evidence showing services related exclusively to construction. 
Northede; : Bhalan Page Saas ack titty eicct xc ib tesa neem Baden 1 FPC 

Claim for services computed on the basis of journal entries and un- 
supported by vouchers not allowable as a construction cost. Jd________- 

Salary paid to an engineer acting in the capacity of coordinator between 
the engineering firm and the construction contractors allowed as proper 
project cost upon the theory that such services were economically advan- 
tageoud.'Fitvide Peeter Cores. once cdtinnpcens <tamsene sails tease 1 FPC 

Expense items incurred by an employee in the use of an automobile on 
project business, which expenses are not shown to have been caused by 
ordinary wear and tear, are allowed in the ratio of the total automobile 
expense chargeable to the project. Northern States Power Co__-.-_-- 1 FPC 

Engineering fee for the preparation of a report which formed basic 
foundation upon which necessary approvals of the State commissions 
were procured and upon which the Federal Power Commission license 
was granted, allowed as a proper project charge. Susquehanna Power 
Co 

Payments made by licensees to their parent company for salaries and 
expenses of latter’s employees engaged in the inspection and supervision 
of project construction prior to July 1928 and in actual construction after 
that date, representing actual out-of-pocket costs to parent company, 
allowed as a proper project cost since licensees had no engineering organi- 
zation and were dependent on that of their parent company to supply the 
services to protect their own interests during the construction period. IJd_ 

Fees paid for special consulting services and expenses, principally in 
connection with dam and power house foundations. and in-regard to the 
general design and stability of the headworks, allowed, even though 
retention of consultant may have approached over-caution on the part of 
Ts a tathn ass sing Mesnenham inline ct Ra a a le 

Engineering fees paid pursuant to a cost-plus-fixed-fee contract for 
services in connection with the construction of a high-tension switching 
station, acquisition of a right-of-way, and construction of a transmission 
line allowed since fees did not transcend the bounds of legitimate cost. Id. 

Such portions of engineering fees paid pursuant to cost-plus-fixed-fee 
contracts as do not represent actual legitimate original cost must be 
COIR 5. Rib bibs e biticde Pied Bie hos <b eprint damsel Slee 

Where the record clearly shows that licensee employed unaffiliated 
engineering and construction firms of good repute; consulted independent 
experts when unexpected difficulties were encountered; and made reason- 
able efforts_to cut down those costs which appeared to be high, the items 
Of COG were ARNE + Fi ei is Eas Sais od Ree 

See COST, 17. Lecau FEEs. 


25. Taxes. 


One and a half years are allowed as the accrual period of interest and 
taxes upon the supposition that investigation expenses would be fairly 
evenly allocated to the 3 year preliminary construction period. Northern 
States Power Co 
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COST—Continued 
25. Taxes—Continued 


Licensed projects constructed solely for storage purposes are available 
therefor, when the gates of the dam are closed. Accrual of interest and 
taxes allowable as part of the project cost thereupon terminates. Jd_.__- 

Taxes treated in a similar manner to “interest during construction,”’ i.e., 
only those allowed as cost for construction period and preliminary con- 
struction period, but not while property is owned for prospective con- 
SOC. : BIRTNS: F OOM OO nnn nce endnstacdannccecesnnos wack 1 FPC 

Charges for taxes and interest for a preliminary period prior to the 
commencement of actual physical construction for the purchase and 
acquisition of land and the accomplishment of preliminary investigation, 
surveys, plans, and designs, allowed as cost item. Chelan Electric 
ees cht ee cates ance neu rk he oe cua enews eg aeitin 1 FPC 

Units of a several unit project considered separately, so that interest 
and taxes on completed unit will not continue until completion of uncom- 
pleted units. Such allowance for taxes and interest on “unused capacity” 
would be not in conformity with the Federal Water Power Act and unsound 
ES Uae eects banc cakcestc an ghepunboteveneubocesenaae 

Construction period ends when facilities are available for services for 
WOT ENG, PEo rca be cocoate ere entn cstnegusneweewataasme 

In computing amount of taxes and interest allowable, date when project 
is sufficiently completed to be reasonably reliable and available for service 
is a proper one for end of construction period. Louisville Hydro-Electric 
Gee ote dana nataw earns ne cen an teear reese ateg anemic 1 FPC 

The theory that a proportion of the initial investment in a project should 
be carried in suspense after completion of the first unit, until other projects 
are constructed, permitting interest and taxes to run on such “unused 
capacity” is not in conformity with the Federal Water Power Act and is 
unsound in principle. Portland General Electric Co__-...-.------ 1 FPC 

Claim by licensee for extension of construction period for breaking-in or 
“repair period” as permitting taxes and interest to run allowed in part. 
When state imposed taxes, though perhaps erroneously, and licensee paid 
them, though it possibly could have secured cancellation at great expense, 
the item will be allowed as cost. Safe Harbor Water Power Corp. 1 FPC 

Where licensee was obliged to pay tuition for school children of em- 
ployees, the item is one properly chargeable as cost. Jd_........------- 

Taxes paid prior to the beginning of the preliminary development period 
are not part of the project cost. Alabama Power Co__.----.---- 2 FPC 

Taxes levied on personal property for a period subsequent to the termina- 
tion of the construction period as determined by the Commission are not 
allowable as a proper item of cost. Kanawha Valley Power Co... 2 FPC 

Taxes incurred prior to beginning of construction may not be charged 
to project fixed capital. Susquehanna Power Co_--...-------- 4 FPC 

The portion of the revised tax claim which accrued prior to the comple- 
tion of construction, March 1, 1925, allowed; the balance incurred there- 


after disallowed. Minnesota Power & Light Co....------------ 7 FPC 
Federal income taxes actually paid constitute proper deduction for 
that item. Niagara Falls Power Co_.......--.---------------- 9 FPC 


Prior to audit of Federal income tax .payments Commission is under 
no duty to make hypothetical adjustments of earnings to reflect taxes 
not actually paid. Id 
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INDEX-DIGEST 


COST—Continued 
25. Taxes—Continued 


Applicant in its cost-of-service rate formula to be reflected in its gas 
tariff must deduct Federal income tax accruals from gross working capital 
requirements. Gulf Interstate Gas Co___.-..-...-.---..-.---- 12 FPC 

Estimates of operating expenses for future years should be made on 
the assumption that Federal income taxes will continue in accordance with 
present Federal income tax laws. Algonquin Gas Transmission 
Oe. osu Weeds cubes. dulusilitee uses Jneediogui: . 12 FPC 

Where a company files a consolidated tax return and thereby reduces 
its liability for Federal income taxes, this reduction should be reflected in 
the cost charged to consumers. United Fuel Gas Co__....----- 12 FPC 

Commission presumes that Federal income tax statutes will remain as 
they are at present and will be effective in the manner provided until 
changed. Tennessee Gas Transmission Corp__...---.--------- 12 FPC 

Since the rapid amortization of emergency facilities is essentially a 
deferment of tax liability, the accruals for taxes in excess of those actually 
paid should be earmarked for the future meeting of such tax liability, and 
should not be used for the payment of dividends. Treatment of Federal 
Fates TONG asc cin ndatinistbsi chiinbetn cies 12 FPC 

Commission discusses Federal income tax allowances for depletion and 
intangible well drilling expense relating to natural gas production. Pan- 
haadle Baderai Pipe Line Co... 8 .ssu Kee ciccdwrllh uses 13 FPC 

Commission allows Panhandle to retain the temporary tax savings 
secured by using accelerated amortization pursuant to Section 124—A of 
the Internal Revenue Code but requires Panhandle to earmark this fund 
for the future meeting of tax liability. Jd............--.----.- --- 

Commission does not require Panhandle to file a consolidated return 
because the question as to whether such a filing would produce a tax saving 
is speculative. Jd enewetids 

Federal income taxes should be computed on basis of consolidated return 
which Ohio Fuel files. Ohio Fuel Gas Co_....-.-------.------ 13 FPC 

Property taxes should be based on test year, rather than estimated tax 
for @ lntes Fike. 16 Sa case casccsidinn dan bb titinmiaeio te 

Federal income tax allowance should be computed at the 52 percent rate 
applicable for individual corporate returns, even though El Paso files a 
consolidated return, since there is no justifiable basis for granting a greater 
allowance. El Paso Natural Gas Co_.........-....--------.-- 13 FPC 

Commission rejects El Paso’s method of determining the relative credits 
to non-utility and utility operations for permissible deductions in com- 
puting their Federal income tax allowance. IJd_.....------------------ 

Tax ruling by Bureau of Internal Revenue is not binding on the Com- 
mission in making its determination of the actual legitimate original cost 
of this project. Appalachian Electric Power Co_....---------- 13 FPC 

Reserve against anticipated adjustments in Hope’s net taxable income 
by Internal Revenue Service disallowed in cost of service as too conjec- 
tural. ope’ Nagar Gee Gia. soc 6h ee en tie sin tebadp > 13 FPC 

Federal income tax included in the cost of service should be reduced by 
the amount of tax saving resulting from the filing of a consolidated return. 


Commission refuses to include State Gross Receipts Tax in company’s 
cost of service where there is serious question as to the company’s liability 
to make payment. Tennessee Natural Gas Lines, Inc 
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COST—Continued 


25. Taxes—Continued 


Commission concludes that the 1951 tax loss carry-over is a proper 
deduction in computing the tax liability of Trunkline for the full year 1952, 
because consumers should be charged for only the actual liability for 
Federal income taxes. Panhandle Eastern Pipe Line Co_._.--.-- 14 FPC 

In computing the income tax allowance the deduction of interest pay- 
ments should be based upon the actual interest deduction of the Generating 
Co. rather than a hypothetical system capitalization ratio. South Caro- 
lina Genevaling Ces sun bccn cost wee Lalebivesos 6 6b5. ise 16 FPC 

Coastal’s cost-of-service formula should make credit for Federal income 
tax accruals in its allowance for working capital requirements. Houston 
Tenae Gace OR Corp seine. Kd actus Usable sais cuveus 16 FPC 

Panhandle should retain the benefit of any tax savings associated with 
the payment of interest on the amounts to be refunded. Panhandle 
Rodterw: Pigs dine Ges 2sisee. Cuevas ks cess ki 17 FPC 

Income tax expense is allowed in Olin’s cost of service even though on 
the basis of the consolidated return by Olin and its parent, Olin Oil and 
Gas Corp., no tax was actually paid by Olin. Olin Gas Transmission 
ii SE sa shail alle saa cin lg ais es incase tate hn 17 FPC 

Commission refuses to revise the Federal income tax offset against work- 
ing capital because of storage operations and major utility plant replace- 
ment parts. Michigan Wisconsin Pipe Line Co___.-.--------- 18 FPC 

In computing Tennessee’s income tax component, tax depreciation 
should be figured under the same method used by Tennessee on its income 
tax return, regardless of the method used in determining rate base. Ten- 
aeoces Gas Transmission Ce. .2 6 oicss0 = Hei Ae oo. Bh euL 18 FPC 

Commission concludes that the following four items should be treated as 
recurring and continuing items and that they should be reflected in com- 
puting the income tax component of Tennessee’s cost of service: (a) 
pension plan excess payments; (b) losses from fire, storm, etc.; (c) extraor- 
dinary property losses; (d) taxes capitalized. IJd 

See COST OF SERVICE, 12. Taxgs. 


26. WaTEeR RIGHTSs. 


The right to develop water power in a navigable stream is entitled to no 
value under the Federal Water Power Act other than the cost to acquire it. 
PE CO cnn on condones oreces sateen te este eae 1 FPC 

The letter and the spirit of the Act which the Commission is bound to 
administer prohibit any inflation of project costs whether by accepting 
the par value of stock issued in a merger which was not at arm’s length 
(and which had not established market value); or a valuation of a water 
right calculated by the substitute steam method based upon hypothetical 
capitalization of estimated annual savings, and the value of water rights 
determined upon such bases will not be allowed. Alabama Power 


Rental payments by licensee for Peltebone-Cataract ‘‘water rights’’ 
and International Paper Co. “water rights” disallowed on finding that 
licensee already holds said water rights under previously granted Federal 
DOs, teers Fan FW CR... oo omc ck caugeetecanees 9 FPC 

See ACCOUNTS AND ACCOUNTING, 4. Cost, (d) General; 
JURISDICTION, 7. Pusiic Lanps or THE UNITED StrarTss; 
LICENSE, 19, Strate Water Ruieuts Law. 
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COST OF SERVICE. 
1. ADMINSTRATIVE AND GENERAL EXPEnsz. 
Held, that rate base expense in the amount of $26,518 should be amortized 
over a five-year period. Safe Harbor Water Power Corp___------ 2 FPC 
Amortization of exploration and development expenses and actual rate 
case expense over a period of five years allowed. Canadian River Gas 
Ch nnn anda ctetatinnien cae aiaaien celal ati naan lee 3 FPC 
Cost of reclassification studies required by State and Federal commissions 
and rate case expenses should be amortized over a 10-year period beginning 
January 1, 1939 by the inclusion of $150,000 annually in operating expenses. 
City of Cleveland v. Hope Natural Gas Co__....-----.-------- ...3 FRC 
Donations are not allowable costs for purposes of ratemaking and should 
be deducted from operating expenses. Jd____.._-----.-------------.- 
Current premiums paid under a retirement annuity agreement with an 
insurance company for benefit of employees allowed as operating expenses. 
BEANE TINE FO. Cent en ersiinn ht <nergatn sinleaaes 4 FPC 
The net cost of respondent’s purchase of a past service annuity paid 
through charges to operating expenses during the years 1940-1943 may not 
be restated and reamortized over a ten year period. Jd 
Rate case expense actually paid during test year allowed in operating 
expenses rather than a larger unsupported estimate proposed by respondent. 


The Commission disallowed as speculative the company’s claim for future 
administrative and general expense and took the actual average 
expenses for 1942-1944 with elimination of expenses involved in excluded 


production property. Penn-York Natural Gas Corp____ .------- .. 5 FPC 
Only actual losses incurred during test period should be included in 
operating expenses. Otter Tail Power Co__.......-------------- 8 FPC 


Payment of final deficiency installment in annuity fund excluded for rate- 
making purposes as not properly includible in usual operating expense for 
“teat yous.- : Greind RGM EE GE CO cessk-cxck moe aeeldn deren od aclehien 10 FPC 

Transcontinental’s claimed costs for operation, maintenance or general 
and administrative expenses have not been demonstrated on the record to be 
justified or proper. Transcontinental Gas Pipe Line Corp_-_--.---- 11 FPC 

Colorado’s claim for estimated increases in employees’ welfare expenses 
and provisions disallowed as a cost of service, because there is no evidence of 
record that such costs will be incurred. Colorado Interstate Gas Co. 11 FPC 

Since Colorado failed to establish reasonableness of fee payments to exec- 
utives, such payments are not included as a part of Colorado’s cost of serv- 
ice to be recovered through rates subject to Commission jurisdiction. 

Rate case expenses have been amortized over a three-year period. Mich- 
sgan-Wiscanst FAR6 5AN6 GOs ncwclccsdaw keuhiant <cidu wade~sicies 13 FPC 

Cost of stenographic transcript of proceedings in a docket involving 
another company treated as a non-recurring expenditure. Jd_._..-.---. 

Commission refuses to include in Panhandle’s cost of service for the 
refund period certain pension payments made by Panhandle during the 
refund period, but applicable only to services of employees performed prior 
to the refund period, on the theory that this is a cost incurred prior to the 
refund. Panhandle Eastern Pipe Line Co.._......-.....-..--. 14 FPC 

Commission finds that the advertising expenses of the company in 1954 
are reasonable and should be allowed. Tennessee Gas Transmission 

Ono noth «66h ad eben apbbenmaieny bans eneteeons<Nenieaniie <8 18 FPC 
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COST OF SERVICE—Continued 
1. ADMINISTRATIVE AND GENERAL Expensn—Continued 


Tennessee has not sustained the burden of establishing that the legal fees 
represent proper charges against the ratepayers in the instant proceeding. 


2. ALLOCATION AND CLASSIFICATION OF CostT. 


Where the respondent, as a generating and transmitting company deliv- 
ered its electric energy to two distributing companies, one within the juris- 
diction of the Federal Power Commission and the other not within the juris- 
diction of the Commission, the rate base and its elements were allocated 
between the two companies on a kilowatt basis. Chicago District Electric 
ga Apali pamn tiga epg Beare foe Lb op Hage Sempra nig gy stnded ot 2 FPC 

A determination of the reasonableness or unreasonableness of rates 
requires that the total costs of operations, including depreciation, taxes 
and a fair return, be allocated among the various customers served, individ- 
ually or by appropriate groups. Canadian River Gas Co._-_---- 3 FPC 

Following principles long recognized as reasonable, the Commission in 
calculating the reduction in rates allocated fixed costs, which are largely 
joint costs that do not vary with volume of sales and are largely proportional 
to each customer’s responsibility for the peak day demand, and variable 
costs, which largely vary proportionately to volume of gas purchased by 
Gael edatbmniit. ~“84* = = 25355 Sho 2 stot sits cheat ests cabete csstss:2 

Allocation of joint expenses to local retail business in West Virginia made 
on the basis of the amount which, together with specific local expenses, 
would give a 6% percent return on the net investment in property used 
exclusively in the local business. City of Cleveland v. Hope Natural Gas 
a eee ee See ee ee ee ee eee ere Te 3 FPC 

In the absence of a showing by respondents that their direct industrial 
sales are so distinct and separate from their general wholesale business that 
the two cannot be considered together, the Commission concluded that it 
was not unreasonable to treat the entire business as a unit requiring no 
allocation as between the two classes of sales. City of Detroit and County of 
Wayne, Mich. v. Panhandle Eastern Pipe Line Co_--.---------- 3 FPC 

Company’s properties being used in transactions over which the Commis- 
sion has jurisdiction as well as those beyond its jurisdiction and also as to 
render service to customers with varying load and other characteristics, it 
becomes necessary to resort to allocations for the purpose of determining 
just and reasonable rates of the business subject to the Commission’s juris- 
diction. Interstate Natural Gas Co., Inc._....-.-.--.---------- 3 FPC 

The “reasonable cost of service’ method of allocation under which the 
return on the property, rather than the cost of the property itself, is allo- 
cated along with the operating expenses, is more practical and easier to 
understand and apply than the method whereby an allocation of the cost 
of physical property and operating expenses is made. Jd___..--_------- 

In making such allocations, operating cost and return are distributed in 
two categories: those which relate to production and purchases, and those 
which relate to transportation and delivery. The latter are in turn divided 
as between demand and volume (Mef) costs. Fixed costs are associated 
with demand and variable costs with volume, except in the case of Federal 
and state income and Federal capital stock taxes, which were allocated 50 
percent to demand and 50 percent to volume. Jd_____-__-------------- 

Costs relating to the production or purchase of gas, including the opera- 
tion of field lines, classified as volume or “‘commodity costs’’ only, in 
accordance with generally accepted practice. Jd_...-...-------------- 
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COST OF SERVICE—Continued 
2. ALLOCATION AND CLASSIFICATION oF Cost—Continued 


Transportation and delivery costs which were associated with demand, 
were allocated in proportion to each customer’s responsibility for the peak- 
day demand, and those associated with volume were allocated in propor- 
tion to the volume of gas sold to each customer, Jd_.....-...-.----.-- 

Since the company’s facilities and operations are devoted in part to natu- 
ral gas service, not subject to Commission jurisdiction, necessity arises for 
making an allocation of costs as between jurisdictional and non-jurisdic- 
tional sales. Cities Service Gas Co. ...-...-..--.-------+..---- 3 FPC 

For the purpose of allocation, costs divided into two categories, (1) 
“commodity”’ costs, including costs related to production and purchase of 
gas, and (2) those related to transportation and delivery of gas. Id.....-- 

Return, depreciation and State income taxes properly “commodity” 
costs in part, and ‘‘demand”’ costs in part. Jd.....---.-..-.--.--.---- 

All-time system peak day used as basis for allocating demand costs 
instead of theoretical deliveries on a colder day. IJd_.-......---.------ 

The entire project, though involving facilities of three affiliated com- 
panies, is, for all practical purposes, a single project, in the operation of 
which an alteration of Canadian’s rates simultaneously affects the rates 
of its affiliated customers, which must in turn be revised downward. Ca- 
nadian Riser Gas Co... isc. cecddngeddusscabeutceuldelinske 3 FPC 

Since respondent’s rates for natural gas sold directly to industrial cus- 
tomers are not subject to Commission’s jurisdiction, it is necessary to 
make allocation of costs of service to segregate regulated and unregulated 
business. Mississippi River Fuel Corp_........-.---+--------- 4 FPC 

For the purpose of allocating cost of joint service, overall costs must 
first be determined. Cost of service here includes principally gas pur- 
chased expense, operation, maintenance and general expenses, depreciation 
expense, taxes and return or profit, cost components classified as ‘‘com- 
nnodity’” and “demand” :Gneniiie. | 16d ncs cvakatessdabuenssbacucen 

The Commission found it unreasonable to allocate demand costs 51% 
to regulated sales and 49% to unregulated sales. Jd_.......-.--..----- 

Cost of gas purchased is a proper ‘“‘commodity” charge, as are com- 
pressor station labor, fuel, supplies and expenses. Jd_____.....--.--.-- 

It would be error to classify taxes, depreciation, and return exclusively 
as ‘‘demand”’ or ‘‘commodity” charges. Commission finds it fair to allocate 
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each 50% to “commodity” and 50% to “demand”, IJd_.......---.-.-. 353, 356 


Respondent’s attempt to have major cost items classified as ‘‘demand”’ 
charges would distort the facts for purpose of saddling regulated business 
with heavy costs while interrupted industrial business, immune to rate 
regulation, would reap an unfair advantage. Jd........-..-.--.-.------ 

Where corporations engage in selling natural gas at retail to ultimate 
consumers, a8_well as in selling gas at. wholesale in interstate commerce, 
it is necessary to make an allocation to segregate the cost of serving the 
jurisdictional business from the nonjurisdictional. Allegany Gas 
Co. -- slicdesn coueucc us ceca ieeséliecge tec benene oh 5 FPC 

An allocation of cost of serving jurisdictional and nonjurisdictional 
business will serve as a guide in determining reasonable rates subject 
te the Commission’s jurisdiction, . I@. o...2- ccnocccccccoscnndibenidee 

Method of eost allocation employed in the Mississippi River Fuel Cor- 
poration rate case (4 FPC 340) used. Jd_.._....-----..-----.-.-.---- 
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COST OF SERVICE—Continued 
2, ALLOCATION AND CLASSIFICATION oF Cost—Continued 


The principal components in the determination of cost of transportation 
include operating expenses, allowance for depreciation and taxes. In the 
determination of cost of transportation attributable to operating expenses, 
the Commission took the company’s figures for maintenance rather than 
the staff’s recommendation, as future maintenance would be substantially 
greater than that experienced in the past since certain maintenance had 
been deferred and normal maintenance would increase by reason of the 
age of pipeline. Penn-York Natural Gas Co__._..._...-----_--- 5 FPC 37 

The use of “demand” and “commodity”? components for allocation of 
average costs adopted in conformity with method in Re Mississippi River 
Fuel Corporation, 4.FPC 340, 63 P.U.R. (N.S8.) 89. Mondakota Gas Co. 

v. Moniane-Delota UNlitiae Cpeicbs 20 oo i eect Meee el 75 

Allocation, or cost of service study, made in accordance with principles 
set forth in Commission opinion in Mississippi River Fuel Corporation, et al., 

4 FPC 340, 63 P.U.R. (N.S.) 89. The Ohio Fuel Gas Co__._.-._.. 5FPC § 146 

Allocations to transportation operations of portion of expense formerly 
charged to production, distribution, and commercial expenses, admittedly 
at variance with judgment and determination of department heads famil- 
iar with expenditures at time incurred and charged, rejected. Mondakota 
Gas Company v. Montana-Dakota Utilities Co.........------ 6 FPC 55 

Allocations of administrative and general expense to transportation 
cost based on book records and use of recognized methods usually em- 
ployed in allocating such expense items on basis of supervised expenditures, 
accepted as correct and proper allowance. Jd____.....---.-----.------ 54-55 

Allocations to transportation operations of portion of expense formerly 
charged to production, distribution and commercial expenses, admittedly 
at variance with judgment and determination of department heads 
familiar with expenditures at time incurred and charged, rejected. 





Page 


Upon rehearing on the Commission’s disapproval June 1, 1948, of the 

proposal of the District for adjustment of rates and charges to the Coop- 

erative, and, after hearing on the Cooperatives complaint requesting 

that the Commission fix and determine the annual rate of compensation 

to be received by the District during the five-year period beginning June 

1, 1947, for the sale of the electric output of its Morris Sheppard Project 

to the Cooperative, record supports the conclusion that, at this time, it is 

reasonable to allocate joint expenses 60 percent to power production and 

40 percent to other functions of the District. Brazos River Conservation 

ond Reclamation Disteitt 220 2585 el oe so seis ss Tak ck 7FPC 203 
Determination of allocation of costs in a rate proceeding requires that 

fixed costs be apportioned to both demand and commodity services of 

natural gas company, since fixed costs are incurred for both capacity (or 

demand) and volumetric (or commodity) functions. Atlantic Seaboard 








Commission finds examiner erred in allocating items of expense wholly 
to demand component of the costs and finds that each item of expense 
should be weighted equally—50 percent to demand and 50 percent to 
COMNINOCIE SF a ois nn he chee. clean Sie Sa oes be ee 56 
On basis of a demand component of cdsts totaling $5,620,042 and total 
billing demand of 4,180,850 units, a zone differential of 10 cents, and a heat 
content adjustment based upon a common denominator of 1,150 Btu per 
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COST OF SERVICE—Continued 
2. ALLOCATION AND CLASSIFICATION or Cost—Continued 


cubic foot, demand charges are determined to be $1.46 per Mef of billing 
demand for applicants’ Maryland-Virginia zone and $1.36 per Mef of billing 
demand for Kentucky-West Virginia zone. Id 

On basis of a commodity component of cost totaling $14,204,729 and 
total firm sales of 61,937,268 Mef, a zone differential of one cent, and a heat 
content adjustment based upon a common denominator of 1,150 Btu per 
cubic foot, commodity charges are determined to be 24.5 cents per Mef of 
gas delivered for applicants’ Maryland-Virginia zone and 23.5 cents per Mcf 
of gas delivered for Kentucky-West Virginia zone. 

The volumetric method of allocation, rather than a demand-commodity 
type of allocation, is proper method for allocating Alabama-Tennessee’s 
system cost of service between jurisdictional and nonjurisdictional sales, 
since a wide differential exists between system capacity and peak demands. 
Alabama-Tennessee Natural Gas Co______----- 25 aLIVUSUsa 11 FPC 

Since factors which usually justify use of demand-commodity allocation 
of cost of service are not present, the use of average unit costs (volumetric 
or commodity basis) is appropriate for Alabama-Tennessee’s type of opera- 
tions. 

Commission reaffirms finding that under facts of this case volumetric 
basis is fair and equitable method for allocation of costs between jurisdic- 
tional sales of natural gas for resale and nonjurisdictional direct sales. 


Commission finds that treatment of production costs as commodity 
costs and their assignments to customers in proportion to annual sales to 
such customers is proper. Northern Natural Gas Co 11 FPC 

Transmission compressor station labor should be treated as a constant 
cost and assigned 50 percent to demand and 50 percent to commodity, and 
supplies and expenses should be assigned 100 percent to commodity. 


Commission finds that allocation of depreciation expense 50 percent to 
volume and 50 percent to demand is proper. Jd 

Commission prescribes a demand charge of $1.30 per Mef of billing 
demand and a commodity charge of 15 cents per Mef for Northern’s CD-1 
rate schedule. Id 

Commission adopts method of allocation of costs approved in Atlantic 
and Northern cases as properly applicable to this proceeding. Mississippi 
River Fuel Corp 

Commission finds classification of depreciation expense 50 percent to 
demand and 50 percent to commodity is proper and fair. 

Since it appears from record that return and tax are relatively fixed costs 
which are incurred for both peak and annual uses, these costs should be 
classified to reflect demand and commodity equally. 

In determining proper allocation of costs classified to demand between 
jurisdictional and nonjurisdictional sales, system peak period used by staff 
is considered to be more representative of actual maximum ulitization of 
facilities than class peak used by company. 

In apportioning total cost of service between jurisdictional and nonjuris- 
dictional sales, total Federal income tax shall be assigned between produc- 
tion, transmission and distribution functions on the ratio that the return 
calculated for each function bears to total return. Colorado Interstate Gas 
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COST OF SERVICE—Continued 
2. ALLOCATION AND CLASSIFICATION oF Cost—Continued 


Since production costs are so closely associated with volumes of gas 
produced, they are properly classified as commodity costs. Jd_....----- 
All fixed costs are not ipso facto translated into the demand classification, 
and such a determination rests on judgment rather than a mathematical 
formule wilde cndmucdodacieswliibaniasnateWndUin es léebwweleaais 
For purpose of allocation of costs between jurisdictional and nonjuris- 
dictional business, Commission concludes that compressor station labor 
should be classified equally between demand and commodity, while com- 
pressor station supplies and expenses, including maintenance of compressor 
station equipment, may properly be classified 100 percent to commodity. 
Commission finds costs included in ‘‘other operating expenses” and 
“other maintenance expenses’’ should be classified 50 percent to demand 
and 50 percent to commodity, regardless of whether such costs are consid- 
ered fiwedlsi: Fibs ts tise dadeiwcadu a ches ctissse vhiddwewdokks onesenbe 
Since demand and volume are both important costs incidents in depre- 
ciation, they should be given equal weighing, and depreciation should be 
classified 50 percent to demand and 50 percent to commodity. Jd....-.---- 
Commission finds return to be a fixed cost and classifies return and income 
taxes (associated with return) equally between demand and commod- 
ity: Idsiow dows Aeeebudbeid cost iawn cio cnet mee dessins dawns 
One hundred percent to commodity is determined to be correct classifi- 
cation for dehydration costs which are directly related to volume of gas proc- 
eonned..c | diic lasses stcagbaoataueshasacadew aes +o cennesieas aaedtlen 
Staff’s method of classifying distribution costs 50 percent to commodity 
and 50 percent to customers on basis of metering units found more reason- 
able and accurate than Colorado’s demand-commodity classification. 
In allocating demand costs, transmission line costs should be allocated 
to transmission line sales when all production costs have been classified as 
eommodgity ovste.: fd. i568 dni cw sc nsusia sidaunnwe dc ceceusavqws esa 
In separating gasoline production costs from total production costs, 
relative value method is found to produce fairer result in this instance 
chen vobmmettio mete; 266 ois icc doin Gn cnr nctsbnsdnedsddncaisbad 
Sales based on rates in existing rate schedules, such as sales to public 
Service and Colorado Springs, should be included with jurisdictional busi- 
ness. Id 


In spreading or assigning costs, all customers must share pro rata in 
total. Cost contract between Colorado and Amarillo Oil Co. is not such as 
to exclude Amarillo from such assigning or pooling of costs. Jd__.....--- 

Commission reaffirms reasonableness of relative value method and use of 
5 cents per Mef price for purpose of allocating joint production, gathering, 
and processing costs between dry gas and natural gasoline. Jd..-...---- 

Since applicant’s customers have differing service requirements, it is ap- 
propriate that a two part demand-commodity rate be established. Al- 


tantic Senboard.Corp...« nn iis cen - amipeec sed dean speed 11 FPC 
The segregation of total costs into functional groups is the first step in 
classifying and allocating costs. United Fuel Gas Co__...--.-.- 12 FPC 


Applicant’s costs incident to its local production of gas should be class- 
ified as 100 percent commodity costs. 
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COST OF SERVICE—Continued 
2. ALLOCATION AND CLASSIFICATION oF Cost—Continued 


Compressor station labor provides both a peak period and an annual 
service, but since neither function predominates, it should be classified 50 
percent to demand and 50 percent to commodity. IJd__.-_...-----.---- 

Commission finds that the classification of purchased gas costs entirely 
as a commodity cost is proper in this case. Id____...._-_-_-._-------- 

Sales made during a sustained peak period are preferable to single day 
peak sales in the allocation of demand costs, especially where a substantial 
portion of a seller’s peak capacity is met by withdrawals of gas from stor- 
SR. Hoe anatase chanenaetenccameeaasten tartats tae enn ae 

Commission classifies the increased cost of purchased gas as a commodity 
cost, and allows an increase in the commodity charge. IJd__....-.---_-- 

Facilities of El Paso constitute an integrated system and should not be 
separated into divisions for cost allocation purposes. El Paso Natural 
5 secuenstls nus saceseuwestatee aie ae 13 FPC 

Treatment of production costs as commodity costs and their assignment 
to customers in proportion to annual sales to such customers is proper. 
Commission approves allocation of costs on the basis of the principles 
announced in the Atlantic Seaboard case, and rejects El Paso’s classification 
based on the decision of the Court of Appeals in the Mississippi River Fuel 
Corpdvatinn' ene: Tse Pa ee Se ee eS 

Contract for direct sale of natural gas cannot bind Commission in allo- 
cating system joint costs to determine costs associated with sales for resale. 
Bact Tennessee Notural-Gae Ge. isco ccc Ra SS 13 FPC 

Issuance of certificate does not bind Commission in determining proper 
allocation of costs for ratemaking. Id... .- 2222. lee 

Operations of East Tennessee warrant application of the principles 
established in the Atlantic Seaboard case for classifying fixed costs. IJd_- 

Use of a three-day sustained peak period as basis for allocating demand 
conte appwened: | Ti. 3.2 SO Sb cea abodes. apeoweueeea 

Allocation of costs of transportation between Texas Eastern and Goliad 
should be made by the Btu method. Wilcor Trend Gathering System, 


Webs. oct ouge Ae ee oe he eee 13 FPC 
Allocation of demand costs on basis of a single day’s sales is not proper. 
Ohio Fad Te ee SD Bee 13 FPC 


Consideration of costs by functional groups is vital in determining the 
proper classification and allocation of costs. Jd_.._.......-.---------- 
Classification of underground storage costs, compressor station supplies 
and expenses, and LPG production costs approved. IJd__......-------- 
Classification of natural gas production costs entirely as commodity 
costs is reasonable and proper. Id__......-...0..-....-----------+--- 
Transmission expenses relate to annual requirements as well as to peak 
Veuineiis 3 Ths.oikkk «ta ticcsnsdap india Rass ake 
Cost of purchased gas is classified as a commodity cost. IJd__...._._-_- 
Btu method of allocation used to determine what amount should be 
credited to the cost of Panhandle’s natural gas service by reason of the cost 
of its unregulated natural gasoline extraction business. Panhandle Eastern 
Pips Lind Cetis.s aud.k cob dtdc asc delsigasoc dats assisevals 13 FPC 


Allocation of constant cost equally to demand and volumetric functions 
approved. Id 
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COST OF SERVICE—Continued 
2. ALLOCATION AND CLASSIFICATION OF Cost—Continued 


Staff allocation of Trunkline’s cost of service and the use thereof in classi- 
fying the cost of gas sold to Panhandle is fair and equitable. Jd__..__-_-- 
Customers served from the field pipeline system in the Panhandle- 
Hugoton producing area should not be assigned costs applicable to the 
Howell field production system or the Trunkline system. Jd____..__-~~- 
Commission uses the maximum 3-day sustained system peak for the pur- 
pose of allocating demand costs to classes of customers. Jd__-___- 5 eked 
To obtain rate levels for the several rate schedules contained in Pan- 
handle’s tarriff, the best method would be to attribute billing demand re- 
sponsibility to the three classifications containing straight line rates. 
Allocation of demand costs reflects adherence to the principle that firm 
service has a priority and with it the obligation to pay more than would be 
paid with a lower priority use. Jd een 
Demand costs should be allocated on the basis of a three-day sustained 
peak period requirements. Home Gas Co___....-------------- 13 FPC 
Consideration of costs by functional groups is of material assistance in 
arriving at a reasonable and proper classification and allocation of costs. 


Administrative and general expenses, as well as the cost of transmission 
and compression of gas by others before entry into the transmission system 
facilities, should be distributed on the basis of sustained demand and annua! 
sales, since these costs are not specifically related to the miles of gas trans- 
portation. Northern Natural Gas Co______.------------------ 14 FPC 

Commission finds it proper to distribute one-half of a company’s distri- 
bution and customers’ accounting and collecting costs according to the num- 
ber of delivery points and one-half in proportion to the volumes of sales, 
where the record did not provide a breakdown of these costs sufficient to 
determine the actual cost at each point of delivery. Jd_..-._--.__--- 

The use of an average of two three-day peak periods for the 1952 and 
1953 refund periods and of three days for the 1954 period is appropriate 
where the refund is computed on the basis of actual experience during a 
known period and there is no attempt to fix rates for the future. Pan- 
PENGIS TEAMED FO6 TONG LO od abort Jew nine ti-ne eteas ty ncond, UM ate he 

There is no justification for classifying part of Ohio Fuel’s own produc- 
tion costs to demand. Ohio Fuel Gas Co__......-..-.-------- 15 FPC 

Where LPG plant is used for peaking purposes, all costs of LPG pro- 
duction, including overhead costs, should be classified to demand. 


3. EXPLORATION AND DEVELOPMENT. 
Amortization of exploration and development expenses and actual rate 
case expense over a period of five years allowed. Canadian River Gas 
I ascetic ti at na th ial al icant aia ee ak S 3 FPC 
Delay rentals related to the unoperated acreage and other exploration 
and development costs allowed in operating expenses. City of Cleveland 
v. Hope NaturaliGas Cowes solerwiees icweburelube séLicszces ROC 
Dry-hole expenses incurred in 1941 allowed as operating expense even 
though work orders were not completed until 1942. Cities Service Gas 
, ait _. 3. FPC 
Annual allowance of $1,245,585 for exploration and development, based 
on normal program and present-day costs, found to be reasonable for rate- 
making purposes. Hope Natural Gas Co__._--------------- _ 16 FPC 
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COST OF SERVICE—Continued 
3. EXPLORATION AND DEVELOPMENT—Continued 


For reasons peculiar to this case, Commission allows amount of $476,000 
to be included as exploration and development cost in the cost of service. 


Nerthers: Netmrel Gee Co soi a niiiinin sn dadn nndisgd ele 11 FPC 
Cost of service adjustment for anticipated retirements of certain lease- 
holds rejected as speculative. Home Gas Co______...--------- 13 FPC 


Use of a three-year average of exploration and development expenses is a 
reasonable method of computing the normal expenses to be included in the 
cost of service for the future, but actual expenses were used in determining 
cost of service for the refund and interim periods. Jd 


4. GENERAL. 


Cost of service includes necessary operating expenses, allowance for deple- 
tion and depreciation, taxes and a reasonable return on the rate base. 
Allegany: Gae\ Ces decks cidacs coca sekusciiol calle 5 FPC 

Rates reasonable providing revenues which slightly exceed the cost of 
service allocated to the jurisdictional business and distribute equitably the 
cost of service among subject customers. Jd__________---------- i 

The cost of service to the customer company de fined as commodity and 
transportation costs, including a fair return. Penn-York Natural Gas 
COPD. «iis bow ediiiany sew “ yeuLrdiens 5 FPC 

The principal components in the de termination n of ¢ cost of transportation 
include operating expenses, allowance for depreciation and taxes. In the 
determination of cost of transportation attributable to operating expenses, 
the Commission took the company’s figures for maintenance rather than 
the staff’s recommendation, as future maintenance would be substantially 
greater than that experienced in the past since certain maintenance had 
been deferred and normal maintenance would increase by reason of the age 
of pineline,.| ids teat $405 ew ibseai seeweuer! wollen ced sae 

The cost of service adopted as reasonable and appropriate consisted of 
(1) operating expenses, including transmission expense, purchase gas 
expense, and administrative and general expenses; (2) allowance for 
depreciation; (3) taxes; (4) allowance for return at 6 percent on rate base; 
and (5).c006 GF TOR OONE MRR. Fi ee i ihe ae ae alte bi es 

The average cost of tranaportetion of gas from the intake valve of 
compressors to the city gates, including operating expenses, taxes, deprecia- 
tion, a fair proportion of general expenses and a 6-percent return on a rate 
base composed of the depreciated book costs of gas plant, and of proper 
allowance for materials, supplies, and working capital, provides a reason- 
able basis upon which to predicate system-wide rates for interstate common- 
carrier transportation of gas for the future. Mondakota Gas Co v. 
Montana-Dakota Utilities Co-_-- ee ee ale - 5FPC 

The Commission fixed a transportation rate based upon the cost of 
rendering service for years 1942 and 1943 as shown by the evidence, in- 
cluding depreciation, taxes, a fair proportion of general expense, working 
capital, plus a return of six percent on depreciated investment in gas plant. 


Id__ 


The Commission found that Kentucky’ s cost of service, , including a . 6- 
percent return for the test period, would be $3,931,204 and the excess of 
Kentucky’s utility revenues over the cost of service for the test period 
would be $571,284, of which $428,463 is attributable to its sales to Pitts- 
burgh. City of Pittsburgh........-..-_-- Te a Snobs’ Goat 
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COST OF SERVICE—Continued 
4. GENERAL—Continued 


Total cost of service includes necessary operating expenses, allowance 
for depreciation and depletion, taxes, and rate of return of 6 percent of rate 
bese. ‘Mite Watwael Gas Coc oo. el ee DEUCE 10 FPC 

Commission finds that cost of service of Alabama-Tennessee for test year 


is $2,016,962. Alabama-Tennessee Natural Gas Co__...._------- 11 FPC 
Commission finds that total overall cost of service for test period is 
$20,615,768. Mississippi River Fuel Corp___....-..----------- 11 FPC 


Although field studies have not yet been completed, Commission finds 
sufficient showing that settlement is based upon reasonably realistic 
consideration of cost of service for period in question. Texas Eastern 
ee ee en ee ERT oe Ne 11 FPC 

5. Lasor Costs, 


No additional allowance for increase in labor costs in 1944 over the test 
year (1943) should be made since increased revenues in 1944 more than 
offset the proposed adjustment therefor and the amount allowed for special 
guards for plant protection in test year figure will be removed from the 
payroll by the termination of the war. Mississippi River Fuel 
COrp. woud. Soule. dacisade i cindek Ul c.. Sou UL ce. 4 FPC 

To test reasonableness of respondent’s cost of service in 1948 and sub- 
sequent years, held proper to permit figures to reflect full year’s effect of 
increases in wages and in contract drilling expenses. City of Pitts- 


Ot gh. dec pabiesgout sbieuulo iin pilussvisesii eva 8 FPC 
Commission allows additional amount to adequately compensate Com- 
pany for salary and wageincreases. Otter Tail Power Co___.-_---- 8 FPC 


Commission accepts Company’s estimates of adjustments to reflect 
changes in fuel and:labor costs. Jd... 2-22-2242 22. eel. +---- 
Commission refuses to allow Tennessee to adjust its 1954 test year labor 
costs based upon 1956 wage increases. Tennessee Gas Transmission 
Co... cea. Sacdevus . au dobelozusil 2oihulu See 18 FPC 


6. MAINTENANCE EXPENSES. 


Commission took company’s figures for maintenance rather than staff 
recommendation as future maintenance would be substantially greater than 
that experienced in the past since certain maintenance had been deferred 
and normal maintenance would increase by reason of the age of the pipeline. 
FRR Ee PeOREE OU Tilg ina b os Genes bin = pecan pa gensecenenep ace 5 FPC 

Expenditures for pipeline rehabilitation, involving replacement of units 
of property, are capital replacements and not maintenance expense charge- 
able to operating expenses as deferred maintenance. Mondakota Gas Co. 
v. Montana-Dakota Utilities Co_-___--- ov celiesck Whose ab at eens ace .- 6 FPC 

It seems entirely appropriate that the Commission provide at this time for 
the recovery during the five-year period of abnormal maintenance expendi- 
tures incurred during the twelve months ending June 30, 1948, since they 
are already known. Brazos River Conservation and Reclamation 
ar a ac oer nae ee ce a 7 FPC 

Increased allowance for maintenance and other costs as estimated and 
claimed by Company are too speculative to be considered. Otter Tail 
WI ee NN a eae ee a ee 8 FPC 

In determining future costs of maintenance and operations as a basis for 
utility rates, claimed costs must be grounded on actual costs adjusted to 
reflect known changes, free from speculation. Transcontinental Gas Pipe 
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INDEX-DIGEST 


COST OF SERVICE—Continued 

6. MAINTENANCE ExPENsEs.—Continued 

Commission finds no justification for the adjustment of compressor 
station equipment maintenance expense to account for variations in this 
item subsequent to the refund period, because this is a departure from the 
actual operating results experienced by Panhandle during the refund period. 
Poénlagiie Tere Fee Di Ga os sn een 14 FPC 

7. OperatinG Expenses (In GENERAL). 


Where payments for injuries to persons or property, minor replacements 
and renewals, and taxes are based on actual cost, it is not necessary to 
undertake an analysis of the payments made or forecast the payments to be 
made. City of Los Angeles v. The Nevada-California Electric Corp.. 2 FPC 

The Commission approved elimination of property and expenses relating 
to the transportation of coke-oven gas used as fuel at compressor station 
and substitution of the cost of an equivalent amount of natural gas in 
operatingexpense. City of Cleveland v. Hope Natural Gas Co-__-_- 3 FPC 

Salvage received from an experimental liquefying gas plant recorded as 
revenues should have been applied as a reduction of the cost of the experi- 
maeeh. iis cécecckid-ametaisereh = had ee Bake talc beets detiieed sate 

Payments to customers representing portion of cost of rehabilitating 
water-gas generating equipment may not be restated and amortized since 
respondent was not legally obligated, no necessity. for expenditures was 
shown since capacity of line exceeds daily peak demand of firm customers, 
such payments are non-recurring and cannot be properly included in future 
allowable operating expenses. Mississippi River Fuel Corp.__..... 4 FPC 

The Commission, in figuring the amount for loss and unaccounted for gas, 
used the company’s experience rather than conjecture of a company witness, 
and allowed for probable increase in line loss with the age of the pipeline. 
Pann- Yok. Natetal. Gos Carts. <i. <dnncianes thntda eee 5 FPC 

Expenses of production, exploration and development, depletion, and 
excess profits from extraction operations of affiliated gasoline and oil com- 
pany were adjusted to reflect respectively expected decreases in royalty 
payments, decreased production, lesser rate of production, and decreased 
volumes of gas available for processing. City of Columbus, Ohio v. United 
Pudl: Qt Steusa ine tx tp-n~ieorince-nce ncn wkteida ae 5 FPC 

Claim for increased allowance for transmission expenses disallowed where 
evidence fails to establish that increased compressor station labor and 
operating costs enter into total transmission expense. Mondakota Gas 
Co..4+2nd-anvett-mwii> +aareci eatin ban 6 FPC 

The Commission has established a policy of allowing as cost of service 
all legitimate expenditures for gas, labor, taxes and other items of expense 
which were incurred during the test period, or which it is known would have 
been incurred had the subsequently established costs been in effect during 
the test period; provided that the evidence does not show an excess of 
future revenues over future costs of service such as would offset or absorb 
such known and experienced increases in cost. City of Pittsburgh... 7 FPC 

Apart: from the patent unreliability of forecasts by Pittsburgh of possi- 
bilities tending to greatly increase its costs and the possibilities of a decline 
in business, the matters involved are so uncertain and conjectural that 
they cannot be adjusted for in this proceeding. If and when situations 
arise which clearly affect a utility’s cost of service, a remedy is available by 
which necessary and appropriate adjustments in rates can be secured. 


512-874-6713 
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170 INDEX-DIGEST 


COST OF SERVICE—Continued 
7. OPERATING ExPENSEsS (IN GENERAL)—Continued 


Adjustments allowed in company operating expenses for increases in 
gross receipts tax, payroll taxes, injuries and damages, employees’ welfare 
expenses, pensions, and increased cost of purchased gas due to State Com- 
mission order. Panhandle Eastern Pipe Line Co___.---.-------- 13 FPC 

Operating expenses adjusted to exclude cost of pumping more gas to 
storage than was required for the purposes of actual sales volumes experi- 
enced during test period. Michigan-Wisconsin Pipe Line Co-_- ~~~ 13 FPC 

It does not necessarily follow that if an item is a deduction for income tax 
purposes, it must be allowed in the cost of service as an operating expense 
or else as part of the rate base on which a return is to be allowed. Tennessee 
Gas Tranémivciow C622 224 agen Jewel lovicggau0s 18 FPC 


8. OpgeraTING REVENUES. 

Excess profits above cost and a fair rate of return of affiliate engaged 
in processing natural-gas company’s gas should be applied as a reduction 
of its operating expenses. City of Cleveland v. Hope Natural Gas Co. 3 FPC 

Where managerial services have been furnished to affiliates at cost and 
proceeds credited to miscellaneous gas revenues, operating expenses should 
be reduced by the cost of such services in order to reflect actual net oper- 
Shing CHONG. TG. on cc een cede er eee eee Benen aE 

Recording as sales and purchases of natural gas transactions in which 
gas is furnished to affiliate for use in repressuring oil wells and returned at 
reduced pressure, results in an overstatement of both revenues and expenses. 
Resulting duplication of cost should be eliminated. Jd____._._.______-- 

Both gas service revenues and cost of compressing natural gas are 
overstated where company credited revenues instead of expenses with the 
value of steam furnished to an affiliate. Operating expenses should be 
reduced to state actual cost of operation. Jd_____._-_-___-.-------_-- 

Where company collects from an affiliate the cost of compressing gas 
sold for transportation and includes this amount with charge for gas sold 
in operating expense, actual revenues and actual operating expenses are 
overstated and should be reduced to actual cost. Jd_.........------.-- 

Excess profits of a wholly owned subsidiary oil company engaged in the 
extraction of gasoline and other residuals from natural gas of natural-gas 
company, rendering the natural gas more marketable and transportable 
and reducing the heat content, above the cost of processing the gas, in- 
cluding a fair return on the investment in the property devoted thereto, 
a proper credit to operations of natural-gas company. Cities Service Gas 
Wisse tee e acca k eet hae bln sawesee cobs eae ee SAREE ae 3 FPC 

Profits from oil operations eliminated from computations relating to 
fair return on natural gas sales subject to Commission’s jurisdiction and 
sum to be taken as Kentucky’s operation revenue for 1948 for test purposes 
is $4,915,430. City of Pittsburgh....-..2.--2- 2-2 lee 8 FPC 

Commission concludes that net loss from gasoline operations of $421,537 
shall not be considered as part of cost of service. Colorado Interstate Gas 
CO. Lis cect Rikeiey ne Se ON eee eee ot ee Ae IES, Se 11 FPC 

Panhandle’s extraction business treated as non-jurisdictional where such 
extraction is not requisite to preparation of the gas for pipeline transpor- 
tation, in order to implement Commission policy of eliminating fluctuations 
in rates. Panhandle Eastern Pipe Line Co__......-.---------- 13 FPC 

Commission concludes that the sale of hydrocarbons to Olin Mathieson 
from Tennessee’s Gabe plant does not ‘warrant the proposed heat content 
adjustment. Tennessee Gas Transmission Co_...-.....-.------ 18 FPC 
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INDEX-DIGEST 


COST OF SERVICE—Continued 
8. OPERATING REVENUVES—Continued 


Commission concludes that the adjustment proposed by the interveners 
with respect to termination of development rates is not a proper one 
under the circumstances of this case. IJd_...--...-------------------- 

Commission rejects argument that Tennessee’s test period revenues for 
transportation service to Niagara and Iroquois should not be computed on 
the basis of Tennessee’s filed rates for such service, but should instead 
be computed on the basis of a higher and different rate. Jd__....___---- 


9. Past Losszs. 


The Commission finds that the proposed compensation for the second 
five-year period should include a surcharge to provide for the recovery 
of costs not previously reimbursed which were incurred during the first 
five-year period. Brazos River Conservation and Reclamation Dis- 
trict... S252 SESE BS OOO e O12 Ue IGG Gee SEL Lad uy 7 FPC 

Applicant held to have no statutory or constitutional right that past 
losses be recouped in present and prospective rates. Atlantic Seaboard 
Corp... 28 S22 232 SE 83 a Mad Sous eilg_Qbivld ui soos las 11 FPC 

Under section 5(a) of Natural Gas Act, Commission has authority to 
fix just and reasonable rates for the future, but may not prescribe rates 
which will recompense company for past deficiencies in earnings or pre- 
scribe rates designed to offset excessive earnings in-past. Jd___._______- 

A company is not permitted to recoup losses or expenses through amor- 
tization in years beyond which the claimed losses or expenses arose and 
properly relate. Michigan Wisconsin Pipe Line Co_____.._-~--- 18 FPC 

See RATES, 8. INvestication UNDER SEcTION 5(a) oF THE NATURAL 
Gas Act. 


10. PipgLinge Propuction or Gas. 


For the purpose of testing companies’ rate reduction offer, the actual 
operating figures for revenue and expense of respondents for 1945 was 
adjusted upon the basis of stabilization of company-produced and locally- 
produced gas expected to occur in 1947. City of Columbus, Ohio v. United 
Peed Dae Destine cited dot avchattiakintiiiie aise —dawl< Ga aeeen 5 FPC 

The contentions of West Virginia agencies that, in determining reason- 
able rates, production must be entirely separate from transportation and 
distribution, were advanced by the State of West Virginia and the Public 
Service Commission of West Virginia and rejected by the court in Federal 
Power Commission v. Hope Natural Gas Company (320 U.S. 591). IJId_------ 

The fair field price theory presupposes a complete segregation of the 
production phase of a natural-gas company’s operation from its transpor- 
tation business. The production operation is treated as a non-utility 
function free from regulation. The theory further presupposes the estab- 
lishment of a ‘“‘commodity value’’ or “‘field price” for all gas produced from 
the company’s own wells and entering its transportation system, such 
price being allowed as an operating expense item in lieu of action production 
cost. The ultimate effect of substituting the field price theory for the cost 
or investment basis in determining just and reasonable rates for Respond- 
ents would be an annual increase in rates to purchasers of Respondent 
Kentucky’s gas. The inequity of such increases results from the additional 
profits to Kentucky over and above a fair return on its investment in 
properties used to render a public service together with the income taxes 
associated with such profits. City of Pittsburgh v. Pittsburgh and West 
Virginia Gas Co_---- ss aah ahaa Inds ce aCe Ma ates ard al ene ee 7 FPC 
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172 INDEX-DIGEST 


COST OF SERVICE—Continued 
10. PrrpELINE PropuctTion or Gas—Continued 


The Commission adheres to the principles of rate making enunciated by 
Mr. Justice Brandeis in the Southwestern Bell case, 262 U.S. 276, 289, 
which were intended to assure the utility investor that he would receive a 
fair return on his investment devoted to the public service and that the 
consumer would not be compelled to pay a return upon an increment of 
Vln SROUN CO INURE, IM sas ns sl pig delos Aon ease pa ore 

The question of whether a natural-gas company is in a status similar to 
the non-utility producer concerning markets, franchise rights and financial 
risks must be in the negative. Natural-ges companies are public utilities. 


Since the Respondents’ risks, associated with the exploration and devel- 
opment costs of the natural gas supply which are allowed as proper oper- 
ating expenses, have in effect been underwritten by the rate payers, a 
scheme by which these rate payers would now be foreclosed from any 
future benefits therefrom and should purchase their gas in the future as 
if all these costs had been borne by Respondents’ stockholders, is entirely 
devoid of equity and.feir play:: Tq@n oii ics nbn cdg coins deine ncce iene - 

It is not necessary in the light of the Natural Gas Act and the decisions 
of the Supreme Court to use the field price method. Since the public 
interest will be best served through continued adherence to the cost method 
of regulation and its application to the production of natural gas by 
natural-gas companies, it is clear that the exclusion from evidence of 
testimony relating to the field price of natural gas by the Trial Examiner 
DE GUGE. Sila cescscaecascnkapiencnasesae eee setulae cumaaete 

In computing Northern’s cost of service, Commission finds that actual 
cost is all that can be allowed and rejects Northern’s contention that 
value of 8 cents per Mef prescribed by Kansas Commission should be 
attributed to gas produced from Hugoton field. Northern Natural Gas 
Re Lge ae pea ace pam nett rete pean anh hicnagcepementney witrestee arp tdiarys BS inn 11 FPC 

Pipeline should receive for gas which it produces a price reflecting the 
weighted average arm’s length payments for gas in the fields where it is 
produced. Panhandle Eastern Pipe Line Co.; El Paso Natural Gas 
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ape elle etiiniininpnaliallntte sty eat ondtibewellenpie: Spent 13 FPC 76, 526 


Field price data adduced by Olin tends to give some support to the 
conclusion that the price is a reasonable allowance for gas produced by 
Cal. SS SUE, OBO nn. acca nessceeneseree 17 FPC 

See RATES, 5. Frerp Price. 


11. Purcuasep Gas Costs. 


Though the Commission recognized that future local purchases would be 
at higher cost, it refused request of West Virginia interveners to set a 15 
cents per Mcf value at the well mouth for locally purchased gas, as it could 
not compel the company to pay more than the market price, and it was not 
convinced that such price would increase appreciably the local supply. 
City of Columbus, Ohio v. United Fuel Gas Company-_.-..---------- 5 FPC 

No further basis exists for inquiry by hearing into reasonableness of rates 
contained in natural gas supply contract premised upon lack of arm’s- 
length dealing where basic agreement between companies not now affili- 
ated (one of which, the purchaser, is a ‘“‘natural-gas company”) was arriv- 
ed at as result of arm’s-length negotiations and, although they subsequently 
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INDEX-DIGEST 


COST OF SERVICE—Continued 
11. Purcuasep Gas Costs—Continued 


became affiliated, the amendments made to original arm’s-length 
agreement during period of affiliation do not appear to be prejudicial to 
ultimate consumers. Tennessee Gas and Transmission Co-__-_------- 6 FPC 

Conclusion of Commission that it is without authority to regulate prices 
at which producer and gatherer sells gas to pipeline does not leave con- 
suming public wholly without Commission protection as to cost of natural 
gas, since it can consider reasonableness of prices at which applicant for 
certificate proposes to purchase gas, and Commission has authority to 
inquire into reasonableness of all items of operating expense in exercise of 
its power to regulate wholesale rates charged by interstate pipeline com- 
panton.: .: PAs TIE GIs ncn pantnnnahaende ddd amcnmgeuie 10 FPC 

Commission limits Permian to a rate of return not in excess of 6 percent 
on its sales to Northern and finds that the rate schedule should be based on 
a formula from which any costs of gas paid forybut not taken are excluded. 
Permion: Bost Finan’ CO..0o conadtcwnidsaarndddvns tnenseee 12 FPC 

It is not necessary to compute into pro forma annual cost of service 
adjustments resulting from changes in rates for purchased gas which were 
not effective throughout the full 15-month period because of their off- 
setting nature inthiscase. Ohio Fuel Gas Co____...--.---------------- 

Commission allows additional costs of purchased gas resulting from 
escalation clauses in producer contracts in this particular case. Panhandle 
Baahere, Fi0, Tb66 Si cic: anise aR mabiaedeanitsa a Aid Bean 13 FPC 

Commission recognizes as valid cost of gas purchased a change in rate 
made prior to Court of Appeals determination in the Phillips case. Michi- 
gun- Wiscsuale Figg TAOR 6 iin ots is oa tins demand tbeskseine 13 FPC 

State minimum well-head price represents costs which may be properly 
considered in determining Michigan-Wisconsin’s cost of service. ZJd_-_-_-__-- 

Commission finds that on the basis of equal treatment with other pro 
ducers which have been accorded their effective June 7, 1954, rates, 
Phillips is in equity entitled to a rate which will give effect to Michigan- 
Wisconsin’s resale rate of 31.25 cents per Mcf which Commission has 
found to be proper in docket No. G-1678. Id__..-..-.------------------ 

Commission rejects Mississippi’s contention that the cost of gas pur- 
chased from producers, who have failed to file either rate schedules 
or obtain certificates of public convenience and necessity, cannot be 
included in United’s recoverable cost of service for the test period. United 
Gas Figs Ria nk a teccicebiicwcde bide teal din aah 14 FPC 

Commission finds that the prices paid for gas by United to Union, an 
affiliate, although not reached as a result of arm’s-length bargaining, were 
not above prices reached between United and non-affiliated producers as a 
result of arm’s-length bargaining. Jd___....--...----.---------------- 

Commission allows as part of the cost of service increases in the price of 
gas resulting from the operation of escalation clauses in gas purchase 
contracts. Panhandle Eastern Pipe Line Co.........-.---.---- 14 FPC 

Interveners cannot inquire into the justness and reasonableness of the 
producer-suppliers’ rates in a pipeline rate proceeding, where the rates and 
charges have become effective pursuant to filed rate schedules, whether re- 
sulting from escalation clauses or renegotiated contracts. Tennessee Gas 
Transmission Co 





eS sag cca a a ma a ae 14 FPC 861, 862 
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174 INDEX-DIGEST 


COST OF SERVICE—Continued 
12. TAxXEs. 


An estimated increase in taxes (excess profits tax) allowed as proper 
additional item ofexpense. Chicago District Electric Generating Corp. 2 FPC 

Having adopted the year 1939 as representative of revenues and costs, 
the Commission allowed as expense Federal and State income taxes in full, 
without adjustment for reduction in taxable income, for that year because 
of subsequent increases in tax rates. Canadian River Gas Co___--- 3 FPC 

Petitions for rehearing, alleging that 1941 Federal income and excess 
profits taxes greatly exceeded the amounts allowed by the Commission in 
its former opinion, denied. No new facts were alleged nor principles of law 
stated not fully considered in former opinion. Proper computation of 
taxes showed that the amounts allowed exceeded the amounts which 
would have accrued in 1941 had earnings been limited to a fair return for 
that year. In that event, the company would have had no net taxable 
income for the year 1941. Moreover the company’s earnings for 1936 to 
1939 were substantially in excess of those allowed as reasonable for 1941, 
so that there would be no excess profits tax on an average earnings basis. 
As a combined normal and surtax rate of 40 percent was under discussion 
in Congress, Commission applied that rate for purpose of computing future 
income tax allowance. City of Cleveland v. Hope Natural Gas Co_. 3 FPC 

The Commission announces a policy of allowing as proper operating 
expenses only such taxes as may be termed ordinary or normal, concluding 
that the basis prescribed in the 1940 Revenue Act establishes the highest 
possible level of Federal taxes which may be allowed as an element of 
operating expense for such purpose. City of Detroit and County of Wayne, 
Mich. v. Panhandle Eastern Pipe Line Co___.-.-.-------------- 3 FPC 

Natural-gas company accepted principle that tax-saving arising by 
reason of a rate reduction should be passed along as part of that reduction. 
RO SAA Ty Nid lipcetetai eg Ronin ac stata piace Ags sii Png ig 4 > 3 FPC 

Allocation for Federal income taxes made on the basis of income taxes 
for the test year, 1941, as they would have been if net utility income for 
that year had been limited to 6% percent. Interstate Natural Gas Co. 3 FPC 
J? Adjustments of the taxes per books in 1941, the test year, by (1) elim- 
inating over-accruals on the books and (2) giving effect to savings in 
Federal income taxes, held proper. Cities Service Gas Co____---- 3 FPC 

In connection with proposed adjustment to reflect tax saving, re- 
spondent may not compute its income tax depreciation rate at 34% 
when it actually takes it at a rate of 4% annually and has not and does not 
propose to adjust its tax depreciation rate. Mississippi River Fuel 
iin: icc ahs chk ntndandcdeg nae nd aice a amma ee aa ee ee 4 FPC 

Federal income tax allowance made on basis of 1943 filed return, ad- 
justed to reflect rate reduction ordered by Commission. Jd.________-_-- 

In the determination of allowance for Federal income tax, Commission 
takes cognizance of order of the Securitiés and Exchange Commission 
which would admit of the filing of a consolidated income tax return with 
resultant savings by parent holding company and subsidiary. Penn-York 
I ene cent einitn eatin atin eee nae 5 FPC 

Federal income taxes were adjusted on the basis of taxable income 
excluding excess revenues. City of Columbus, Ohio v. United Fuel Gas 
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INDEX-DIGEST 


COST OF SERVICE—Continued 
12. Taxes—Continued 


Claim for Federal income taxes allowable to gas transmission cost 
reduced when it represented portion of total estimated tax on income from 
all company’s operations, allocated without determination of proper 
return or reasonableness of rates respecting operations other than trans- 
portation operations. Mondakota Gas Co. v. Montana-Dakota Utilities 
Clb, 5's cage sewiiticdv~ od wamdetdn Ata ees decae Lhe eee 6 FPC 

The allowance of State income taxes included in cost of transportation 
service reduced to amount based on income tax payable to States where 
earnings were limited to 6 percent return on rate base investment in those 
QU 5 Bis idec mbg adenine ssRebcadeiet ees ne ok een eee 

Commission allows adjustment of income tax allowances to amount 
which would be payable on income restricted to fair rate of return. Otter 
Teil. PUG Finca Sian adeae aeekas ocak not ce ee oe 8 FPC 

In calculating rates of Ohio Fuel for period beginning January 1, 1951, 
allowed deficiency for 1950 should be increased by $253,388, consisting of 
non-recurring Federal income tax saving accruing during 1950, rate case ex- 
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pense, and wage and salary increases. Ohio Fuel Gas Co___---- 10 FPC 149-150 


Federal income tax allowance is computed on basis of amount Hope ac- 
tually paid by virtue of consolidated return filed by parent company, 
Consolidated Natural Gas Co. Hope Natural Gas Co______-_-- 10 FPC 

Northern’s proposal that allowance for its Federal income tax liability 
should be based upon a computation other than the practice it follows in 
computing its tax return is rejected, Northern Natural Gas Co... 11 FPC 

In computing depletion allowance for Federal income tax purposes, Colo- 
rado is precluded from claiming 3.17 cents per Mcf as wellhead value of 
gas produced by it in West Panhandle field by reason of its use of 5 cent 
wellhead value to support its application for certificate authorizing merger 
with Canadian River at Docket No. G—1326. Colorado Interstate Gas 
Bs. ctannes ele iees aes eS Sh Ss Bee te So A Beet ite a4 11 FPC 

Depletion allowance for Federal income tax purposes is computed at 5 
cents per Mef and on such basis proper allowance for these taxes is found 
We be SIRR ROR Gao ss ssh estes aakhate seastes tesa cole 

Federal income tax allowance of $185,599 held correct, since difference 
between claimed tax liability and income tax allowance was result of loss 
on gasoline operations which was found nonallowable as part of cost-of- 
service. Colorado Interstate Gas Co.._...-__-.--------------- 11 FPC 

Commission rejects Texas Eastern’s proposal that any tax saving realized 
by exercise of its option under necessity certificate be treated as cost of 
current operations on finding that such proposal departs from cost-of- 
service concept. Texas Eastern Transmission Corp--...-.------- 11 FPC 

Commission conditions approval of interim settlement with proviso that, 
if Texas Eastern should elect to exercise its rights under Defense Produc- 
tion Authority certificate of necessity, then it must refund to its firm 
customers any Federal income tax credits or allowances realized through 
accelerated tax amortization for period interim rates are in effect. 
Estimates of operating expenses for future years should be made on the 
assumption that Federal income taxes will continue in accordance with 
present Federal income tax laws. Algonquin Gas Transmission 
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COST OF SERVICE—Continued 
12. Taxes—Continued 
Where a company files a consolidated tax return and thereby reduces its 
liability for Federal income taxes, this reduction should be reflected in the 
cost charged toconsumers. United Fuel Gas Co___._-_--------- 12 FPC 
Commission presumes that Federal income tax statutes will remain as 
they are at present and will be effective in the manner provided until 
changed. Tennessee Gas Transmission Corp___-..-.----------- 12 FPC 
Since the rapid amortization of emergency facilities is essentially a defer- 
ment of tax liability, the accruals for taxes in excess of those actually paid 
should be earmarked for the future meeting of such tax liability, and should 
not be used for the payment of dividends. Treatment of Federal Income 
TOE eg lS. tetcshnn dosia ties abaibsinh Beriinaias mminnedadbaibnianae 12 FPC 
It is not proper to include payment made under state gathering tax 
statute in the test period cost-of-service, even though El Paso did not pay 
this tax under protest and the money is now beyond recovery, where 
this statute has now been ruled unconstitutional. El Paso Natural Gas 
Te, ce ee Gy a are 13 FPC 
It is not reasonable to include in cost-of-service an allowance for increase 
in state production tax, where statute did not become effective until 20 
months after test period and the record does not provide adequate basis for 
calculating the effect of this new increase in tax. IJd...-........--------- 
Commission discusses Federal income tax allowances for depletion and 
intangible well drilling expense relating to natural gas production. Pan- 
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handle Eastern Pipe Line Co.; El Paso Natural Gas Co__.-...---- 13 FPC 61, 425 


Commission allows Panhandle to retain the temporary tax savings 
secured by using accelerated amortization pursuant to Section 124-A of the 
Internal Revenue Code but requires Panhandle to earmark this fund for 
the future meeting of tax liability. Panhandle Eastern Pipe Line 
Oe ce ic ccccuesticpse a 4a pen endebee dees spor apieuece 13 FPC 

Commission does not require Panhandle to file a consolidated return 
because the question as to whether such a filing would produce a tax saving 
RUNS + Ea rea clad ictacaosacc cep ava akedeasbekn eben 

Federal income tax included in subsidiary’s cost-of-service should be 
reduced by the amount of tax saving resulting from filing a consolidated 
NNT er a lala eich aha ti li 13 FPC 

Federal income taxes should be computed on basis of consolidated return 
which Ohio Fuel files. The Ohio Fuel Gas Co......-.---------- 13 FPC 

Property taxes should be based on test year, rather than estimated tax 
I Oe a a a hl alah Rie th a a a 

Federal income tax allowance should be computed at the 52 percent rate 
applicable for individual corporate returns, even though El Paso files a 
consolidated return, since there is no justifiable basis for granting a greater 
allowance. El Paso Natural Gas Co...........-.-.----------- 13 FPC 

Commission rejects El Paso’s method of determining the relative credits 
to nonutility operations for permissible deductions in computing their 
PRUGURGL IEE SER RMONNOD, FE soon nk on oi cciccconanncnsonmene 

Tax ruling by Bureau of Internal Revenue is not binding on the Com- 
mission in making its determination of the actual legitimate original cost of 
this project. Appalachian Electric Power Co_..-...------------ 13 FPC 

Reserve against anticipated adjustments in Hope’s net taxable income by 
Internal Revenue Service disallowed in cost of service as too conjectural. 
Hope Natural Gas Co 
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COST OF SERVICE—Continued 
12. Taxes—Continued 


Federal income tax included in the cost-of-service should be reduced by 
the amount of tax saving resulting from the filing of a consolidated return. 
Commission refuses to include State Gross Receipts Tax in company’s 
cost of service where there is serious question as to the company’s liabil- 
ity to make payment. Tennessee Natural Gas Lines, Inc_--_-_--__- 13 FPC 

Commission concludes that the 1951 tax loss carry-over is a proper 
deduction in computing the tax liability of Trunkline for the full year 1952, 
because consumers should be charged for only the actual liability for Fed- 
eralincome taxes. Panhandle Eastern Pipe Line Co_.._..-.-.--- 14 FPC 

Examiner finds that Congress considered the application of the liberalized 
method of depreciation under section 167 of the Internal Revenue Code 
as a deferral of income taxes rather than a tax reduction. Amere Gas 
Lk Bearer ip rhi niente: athe phe yt teers oh ethonsie snp aseen eambest ie! 15 FPC 

There is no legal difference between the application of the liberalized 
method of depreciation under section 167 of the Internal Revenue Code and 
the 5-year amortization of defense facilities under section 168 of the Internal 
TRVURIE TING Sata toc acaneasesce-saeteeeee toate aren 

Commission concludes that the uniform system of accounts for natural 
gas companies should be amended to provide for the accounting and report- 
ing of Federal income taxes resulting from liberalized depreciation taken 
pursuant to the provisions of section 167 of the Internal Revenue Code of 
TODD. “Fier. nc cocoon ccc mao aocamstes anes nt adoeadeseE eee 

In computing the income tax allowance the deduction of interest pay- 
ments should be based upon the actual interest deduction of the Generating 
Co. rather than a hypothetical system capitalization ratio. South Carolina 
GUNMEN OO, 22 aac oas ahenucea tebe anancteasec ances 16 FPC 

Panhandle should retain the benefit of any tax savings associated with 
the payment of interest on the amounts to be refunded. Panhandle 
Eastern Pipe Line Co-_-_------ Sige careeare teal atater Roane ae eee 17 FPC 

Income tax expense is allowed in Olin’s cost of service even though on 
the basis of the consolidated return by Olin and its parent, Olin Oil and 
Gas Corp., no tax was actually paid by Olin. Olin Gas Transmission Corp. 
mon a epee epee Se nes es Boe eee ee ee 17 FPC 

In computing Tennessee’s income tax component, tax depreciation should 
be figured under the same method used by Tennessee on its income tax 
return, regardless of the method used in determining rate base. Tennessee 
Gad THIEN Onn ccc can nen ee anacunsencalomeeeee 18 FPC 

Commission concludes that the following four items should be treated as 
recurring and continuing items and that they should be reflected in comput- 
ing the income tax component of Tennessee’s cost of service: (a) pension 
plan excess payments; (b) losses from fire, storm, etc.; (c) extraordinary 
property losses; (d) taxes capitalized. Id 

See COST, 25, Taxes. 


13. Test Periop. 


While taking note of the substantial increase in natural gas sales due to 
the war, and the increasing costs of operation, the Commission nevertheless 
considered 1939 revenues and costs to be representative of the relationship 
that will exist between these items in the immediate future, thereby resolv- 
ing most of the doubts as to future operation conditions in favor of the com- 
panies. )Conadion Riser Gao Ce. 0.2. ~~ cnmpemasendcecconncoad 3 FPC 
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178 INDEX-DIGEST 


COST OF SERVICE—Continued 
13. Test Pertop—Continued 


Operating expenses as determined for the purpose of estimating future 
cost of interstate service, based primarily on actual operating cost for 1940 
as representing latest available operating data in record, best guide to 
present and future costs. City of Cleveland v. Hope Natural Gas Co. 3 FPC 

The latest calendar year (1941) held to be the proper test period as being 
the most reliable guide for the future in view of the changing economic 
conditions and the respondents’ rapidly expanding business. City of 
Detroit and County of Wayne, Michigan v. Panhandle Eastern Pipe Line 
Geo 0 ee igutl hosed SSL gale Bae tin ical Wierik adies « Eo 3 FPC 

Even giving effect to the proposed Federal income tax rate of 41 percent, 
as compared with the 1941 rate of 31 percent, it is apparent that increases 
in revenues will more than offset all increases in expenses and taxes. 


Having considered company’s adjusted book figures for revenues and 
expenses for the 4-year period, 1938-41, the Commission chose the 1941 
operations as being typical, affording the latest available data, and being 
the best guide for fixing rates for the future. Interstate Natural Gas 
OO Rites caine no eee i cadake bates ans i cette 3 FPC 

Evidence of increases in future operating expenses being unreliable, the 
Commission preferred to accept experience as revealed by the company’s 
most recent operations. A comparison of operations, per books, for the 
first eleven months of 1942 with the corresponding period in 1941 shows 
selection of 1941 as test year to be liberal. Cities Service Gas Co. 3 FPC 

Operations during 1943 of natural-gas company do not provide a satis- 
factory measure or guide for future rates, since sales and markets were 
limited by inability of applicants to supply the reasonable requirements of 
consumers in the area, because of their own dissipation of an abundant 
supply of gas to reap quick profits. Godfrey L. Cabot, Inc_-_.--- 4 FPC 

Commission cannot fix rates upon the basis of company’s actual experi- 
ence in 1942 and 1943, but, because of great change which has occurred 
and is still in process, must consider latest available facts as well as expect- 
ancies of the relatively near future. City of Columbus, Ohio v. United Fuel 
Ge Cae. ee i Sek ee Ce ee 5 FPC 

Repressuring program involving utilization of natural gas underground 
storage reservoir held not change of operating conditions warranting 
modification of Commission’s rate order when transportation of natural 
gas in area was not prevented and rendition of transportation service “by 
exchange or displacement’’ was contemplated by such order. Mondakota 
Gas Co. v. Montana-Dakota Utilities Co_.......---------------- 6 FPC 

Respondent’s operating experience for the year 1945, as adjusted, will 
afford a fair and reasonable guide for the future. City of Pittsburgh v. 
Pittsburgh and West Virginia Gas Co... 1. ~~... 22 e enn - ope cne- 7 FPC 

The Commission is not disposed to deny Kentucky Company the oppor- 
tunity to present evidence in support of its claim that its experience in 1948 
is sufficient to show that the test year 1945 is inappropriate for the future, 
and that its experience for 1948 “‘is a far better and more accurate basis for 
determination of cost of service for its present and immediate future than 
the year 1945.” While not convinced of the merits of Kentucky’s claim, 
the Commission granted rehearing for that purpose. Jd_....__-.-------- 

Evidence as to future operating revenues and expenses lacks probative 
value required for rate-making purposes. Hope Natural Gas Co. 10 FPC 
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COST OF SERVICE—Continued 
13. Test Perrop—Continued 


Commission finds that the year 1952 stands as the more representative 
year for purpose of testing validity of applicant’s present rates and esti- 
mates of costs of service and for determination of just and reasonable rates 
for future. Atlantic Seaboard Corp.............-..-..-..----- 11 FPC 

For purpose of determining and fixing just and reasonable rates to be 
effective after June 1, 1952, Commission adopts 12-month test period of 
December 1, 1950, to November 30, 1951, inclusive, which is first year of 
operation of Northern’s system at 600 million cubic feet capacity. North- 
ore: Nebel: Gat GO entccshssnintssntimnninnce dea <a wad en tins 11 FPC 

Commission’s settled policy and practice is to test rates for future on 
basis of actual operating experience for a representative period of time and 
to adjust that experience for known changes which have occurred or will 
occur, and not to adjust rates on basis of forecasts which are inherently 
uncertain and epcouistive. | iGq <cinnavncessnndsensencenesstes denment 

Twelve-month period ended February 28, 1951, is adopted as test period 
for determining lawfulness of increased rates and charges under considera- 
tion. Misslesipgt Riner Pudl GerPissins unis Kd ceneccdicncasacsee 11 FPC 

Estimates pertaining to year 1952 as the test year used in this decision 
to determine just and reasonable rates. Atlantic Seaboard Corp.. 11 FPC 

Commission will look at the actual operating costs of a period representa- 
tive of such collection under bond, as the best guide to the rates which 
applicant was justified in collecting, where a rate has been in effect under 
bond over a period of time, and during or subsequent to such period a sig- 
nificant change has occurred in the company’s costs or operations. United 
PudbGee Geli ssc. icancasecsl Seen e teen ebataa 12 FPC 

Commission finds that the employment of the calendar year 1952, as the 
test period, and the use of this period with the major adjustments made is 
fairly representative and affords a proper and lawful basis for fixing rates 
for United for the immediate future. United Gas Pipe Line Co. 14 FPC 

Commission finds that costs for the first 4 months of 1954 with an adjust- 
ment for annual return to reflect the volume of gas sold to resale customers 
for that period, as compared to the annual volumes of sales to such custo- 
mers, will provide a realistic and fair basis for determining overall cost of 
service for this period of 1954. Panhandle Eastern Pipe Line Co. 14 FPC 

Commission finds that the test year 1956 accurately portrays the cost of 
service of Generating Co. at the present time and for a reasonable period in 
the future and that it is not feasible to attempt to use a longer test period 
such as the 25-year term of the contract used for some purposes by the 
examiner. South Carolina Generating Co_.......-.------------ 16 FPC 

Commission selects the calendar year 1955 as the proper test period, 
because the statistics covering the “locked in” period are misleading. 
Michigan Wisconsin Pipe Line Co......-...------------------ 18 FPC 

14. Votume or SALEs. 

Though, during test period, pipeline system operated at 97.8 percent load 
factor, it was concluded that more normal load factor for future was 95 per- 
cent, and upon that basis rate reduction amounted to approximately 
$850,000. Tennessee Gas and Transmission Co.........-------- 6 FPC 

Commission finds that the best estimate of total sales for test period 
is 193,690,070 Mef which is based upon 5 months actual and 7 months esti- 
mated figures. Northern Natural Gas Co_.........------------ 
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COST OF SERVICE—Continued 
14. VoLuME or SaLes—Continued 


Commission refuses to reopen record to allow new evidence with respect 
to Panhandle’s volume of sales. Panhandle Eastern Pipe Line Co. 13 FPC 
Evidence shows that Panhandle’s average volume of sales is at least 
Geen 0a ee mes Ohne. 28. Se cc ace cance ten ee etectoe 
Sales volume not adjusted for unusually warm weather in test period, 
where special circumstances were present. Home Gas Co_...._.--- 13 FPC 
Lower revised estimates of gas sales accepted for purposes of testing 
reasonableness of rates. Tezas Illinois Natural Gas Pipeline Co... 13 FPC 
Where sales have consistently been in excess of the design capacity of a 
company’s pipeline, there is no warrant for adhering to that capacity for 
purposes of fixing the company’s rates. Michigan Wisconsin Pipe Line 
ee ne at on edie ee ares Uae CecTeer eee uee ane 18 FPC 
Commission finds that intervener’s “adjusted revenue theory”, involving 
their proposed adjustments to Tennessee’s sales and revenues, does not 
constitute a reasonable and proper rate-making approach. Tennessee Gas 
DIINO. ose ice acco cconcuccescceer=crsetesee 18 FPC 


CREDIT. 
See COST, 7. Crenrrs. 


DEBT DISCOUNT AND EXPENSE. 
See SECURITIES. 


DECLARATION OF INTENTION. 
See NAVIGABLE WATERS, 2. GenerRau. 


DEPRECIATION AND DEPLETION. 


The actual existing depreciation must be deducted in arriving at the rate 
aan. . ceiealake: Free Cite ihe keel en sweden exelent dele aii 2 FPC 

There are two aspects to the depreciation problem. The first relates to 
depreciation expense or the annual depreciation charge and the second 
relates to depreciation in the properties at a given time. The two aspects 
or phases should be in agreement, and under proper accounting practice 
under the Commission’s Uniform System of Accounts for Electric Utilities 
and Licensees, the resulting depreciation reserve is a good measure of 
actual depreciation. Where a respondent has not followed satisfactory 
depreciation accounting practices, complete determinations of annual 
depreciation expense and of actual depreciation in the properties are 
DEOORBRTE S + DEL. cevncw ous sone ~enks ans thee bed thd Ki dins eit antl 

Where the annual depreciation expense allowance has been computed 
by the sinking-fund method, the undepreciated rate base will be used. 
City of Los Angeles v. The Nevada-California Electric Corp------- 2 FPC 

Where the original cost of facilities has been used as the base for testing 
the reasonableness of charges, the depreciation rates should be related to 
original cost rather than cost of reproduction new. Jd___-_--.---------- 

There are two phases to the depreciation problem; one relates to the 
annual expense for depreciation and the other to the accrued depreciation 
in the property on a certain date. The two aspects should be in agreement 
because the factors are identical which cause annual depreciation and 
accrued depreciation. Safe Harbor Water Power Corp__.-------- 2 FPC 

The principles are the same which govern the estimating of loss in service 
value for both accounting and rate-making purposes. Jd__...--_....---- 
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DEPRECIATION AND DEPLETION—Continued 


Some reasonabie limitation must be placed upon the service life of all 
constructed property and equipment in order that depreciation may be 
propesin geeounted: fon: hii. 45 <cnistine See ite ee we ane 

The use of this project will become uneconomical some day and the 
controlling depreciation is functional rather than physical. An estimate 
of one hundred years as the maximum service life is adopted as reasonable, 
subject to revision as more definite information becomes available. 


The sinking-fund depreciation method is employed only with an unde- 
prociadnd rete » nb lbgskae Acndin git sh ioinss idea dien toe ee 

Under the compound-interest method of accounting for depreciation, 
sometimes called the modified sinking-fund method, both the annuity and 
the interest element are treated as operating expense (under the title of 
depreciation), hence the full service value of depreciable property is charged 
to operations and, accordingly, the resulting depreciation reserve should be 
deducted in determining the rate base. Jd_..--....--------------~--- 

The problem of recording depreciation is primarily one of making a 
reasonable allocation of total cost to the periods of operation of an asset, in 
other words, to the revenues produced, Jd..-.--.--.-.--------------- 

Careful consideration was given to the straight-line method of calculating 
depreciation but, under all the circumstances of the case, the 4%% 
compound-interest depreciation method is sanctioned. However, this 
decision should not be construed as establishing a precedent of general 
appliontieti:: MBssiasiiinds aes deny ich tin Sted 3 ene tale 

Section 3 (13) of the Federal Power Act requires the deduction of the 
depreciation reserve (if earned in excess of a fair return) in computing net 
investment and, therefore, the rate base of a licensed project. Jd_.- ._ -- 

Where there is a relatively small difference between the depreciation 
reserve as determined by the Commission and that appearing on the books 
of the utility (a Licensee), in order to do justice to both the utility and 
consumers, the book reserve will be deducted from “actual legitimate 
original cost’’ in order to determine “net investment’’ under the statute. 


Where the sinking-fund method of amortizing the entire investment is 
used, no deduction for depreciation should be made in determining rate 
base. Illinois Commerce Commission v. Natural Gas Pipeline Company of 
RNIN 2s one $550 SSS EELS Ss Bh ee eae Ss tnadaedas 2 FPC 

For the purposes of the motion for an interim rate reduction order, held 
that the Commission accepts the sinking-fund method of amortization. 


The interest rate in the sinking-fund formula should be the same as the 
allowed rate of return upon the rate base. Jd___......---.-.-----..--- 
Annual depreciation at a rate of 3 percent on a straight-line basis is a 
proper allowance on the facts of this case. Chicago District Electric 
Generated: Gt Ginnie vendsossienyes ds <cdieieenttnmiatineen bineereteaa 2 FPC 
An accumulated depreciation reserve which is based on reasonable annual 
charges should represent the accumulated cost of property which has been 
consumed in rendering service, i.e., the actual accrued depreciation. 
1... wemnaetedetwts hilt ansble cde wekaiie aah hae eee Te Slee ST 
The determination of the cma allowances (annual expenses) for 
depletion, depreciation and amortization (sometimes referred to jointly 
as depreciation) and the accrued depreciation in the properties must be 
consistent. Canadian River Gas Co______._---_---- : vas a ore 
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DEPRECIATION AND DEPLETION—Continued 


Accrued depreciation based upon observed percent condition of the 
property is inconsistent with a determination of an annual charge to 
operating expenses for depreciation based upon the probable length of life 
of the enterprise—an economic aspect, neglecting the physical aspects of 
the property. £0. en oe SE A Sh BU Bs . 

A determination of both accrued and annual allowance upon the service 
life principle is simple, consistent and reasonable. The annual charge to 
expenses should be the best possible measure of service value used up in a 
year and the net accumulation of these annual charges is the best possible 
determination of the expired outlay, hence the best measure of the actual 
depreciation existing in the property as of that date. No distinction should 
be made as to depreciation before and after enactment of the Natural Gas 
BO. 10.6 cgnam cece eee ee Se eee sk Ao. 

The pressure decline method is recognized as a satisfactory | method of 
estimating gas reserves in a field that is depleted as much as 15 percent or 
more and where reliable pressure and production data are available. 
Ws ay oe in wn cp eckgdcncem scien aene ne rome eam ett ae See tes 

The pressure decline method, theoretically, automatically accounts for 
any migration of gas reserves. If the isobaric maps are properly drawn, 
this fagtor is accounted ror. “Tu. eos 2 oS SS SECS t BON See Ue 

Estimates of gas reserves, based on porosity, pay thicknesses and open 
flow, not founded on proper data, must be considered essentially unreliable. 


The “production method” of depleting the cost of production plant, 
irrespective of the time within which the reserves are used up, returns the to- 
talinvestment in production facilities in depletion expense allowances based 
on a unit allowance for depletion per Mcf of gas produced. Jd____...--- 

For purposes of applying the service life principle for depreciable property 
it is necessary to make certain that the life of the enterprise will exceed that 
of the longest life of any major unit of property. Jd__------_--------.-..- 

The Commission here adopted the service life principle for determining 
annual and accrued depreciation and the production method for determin- 
ing annual and accrued depletion of production facilities. IJd...---.---.-- 

Actual existing depletion and depreciation is the extent to which the 
service life, that is, the economic life, of the property has been consumed 
due to exhaustion of natural gas supply, wear, inadequacy, and obso- 
lescence. City of Cleveland v. Hope Natural Gas Co__------------ 3 FPC 

Annual allowance for depletion and depreciation must be correlated with 
the actual existing depletion and depreciation, in order to avoid injustice 
to the natural-gas company or the rate payer. Jd___-_-----------..---- 

In determining the allowable rate base the actual existing depletion and 
depreciation should be deducted from the actual legitimate cost of the 
property devoted to the interstate service. IJd_.-.-.------------...------ 

Where reasonable and proper depletion and accounting practices have 
been followed by a natural-gas company, the resulting reserve is the best 
measure of the depletion and depreciation existing in the property. The 
required depletion and depreciation reserve will be deducted from the ac- 
tual legitimate cost of the company’s property forrate making. Jd__.__--- 

Determination of accrued depreciation primarily by the observation proc- 
ess, obtaining what is called a “percent condition” of the property, is 
fallacious in view of the fact that most production and transmission prop- 
erty is not visible and the extent to which service life has been consumed 
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DEPRECIATION AND DEPLETION—Continued 


cannot be determined from observation alone. Functional causes of retire- 
ment of property, moreover, receive little consideration from the visual 
MOGNOG. Fo nnd aed at ags pear rec omaten Saaasdie sae 

Interstate rate base found for company’s property asenibled 4 as a whole 
and doing business as part of integrated system. Jd______-_-_--_---_--- 

Annual depletion and depreciation determined by straightline service 
life and unit-of-production methods, the same methods used to determine 
depletion and depreciation actually existing in plant. Jd__._.____------ 

Rate base held to be the actual legitimate cost of the property used and 
useful in furnishing the service, less the existing depreciation therein, plus 
necessary working capital. City of Detroit and County of Wayne, Michigan 
v. Panhandle Eastern Pipe Line Co_.....-----.------- St ae 3 FPC 

Where reasonable and proper depreciation accounting practices have been 
observed, the resulting reserve represents the best measure of the deprecia- 
tion existing in the property and should be deducted from the gross cost in a 
Fats DGGE GeeeTINIENOM.. FO oo een aaa ede cane ao cups 

The established basis of determination by Commission of reasonableness 
of rates for electricity and natural gas is a reasonable return upon the 
original cost of the property, less the depreciation and depletion therein, 
plus an allowance for working capital. Northern Natural Gas Co__ 3 FPC 

Reduction in rates arrived at by application of principles laid down in 
Commission’s decisions in other natural gas cases, including the elimination 
of write-ups, the determination of the proper depreciation reserve and 
allowance of a 6% percent rate of return, etc. Louisiana Public Service 
Commission v. United Gas Pipe Line Co__..------------------ 3 FPC 

Upon consideration of all aspects of the case, in the light of its authority 
under the Natural Gas Act, the Commission concluded that the rate base 
is the actual legitimate original cost of the property of the natural-gas 
compary (including construction work in progress) used and useful in 
furnishing service, less existing depreciation and depletion, plus necessary 
working capital. The natural-gas company did not claim reproduction cost 
as an element in the rate base determination, and conceded that actual 
legitimate cost was the starting point in such determination. Interstate 
NGAUS COS Ulan cane daecncce cotnccatneehcandees aaamel sae 3 FPC 

The “observed deterioration” method of determining accrued deprecia- 
tion is inherently fallacious since it is based on a consideration of superficial 
evidence of physical deterioration only, while disregarding more important 
factors, such as the remaining life of gas reserves, obsolescence, and the 
economic life of the property; confuses the appearance or physical condition 
of property with true depreciation, which is the using up of its economic 
or service life; does not give consideration to all factors contributing to 
the retirement of property; and hence cannot, reflect the actual existing 
GOTOTOP Osan cance ccdcang cote ee paket eae Eee 

Annual depreciation expense and accrued depreciation are two phases of 
the same phenomenon and must be determined consistently or grave in- 
SUSUIUCE Wak SONEEE: | SU nan cac ces toachoudoasumeastnagae cane rane 

The proper depreciation reserve requirement at any given time is the 
accumulated amount of proper annual provision for depreciation, less the 
GOR, OF TECENTN SOUNUE, Fon ca bccn ace natpetnsot ean soe ea ee 

Such required depletion and depreciation reserve is the best measure of 
actual existing depletion and depreciation in the properties. Jd___------ 
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DEPRECIATION AND DEPLETION—Continued 


Where reasonable and proper depletion and depreciation accounting has 
been observed, resulting reserve is best measure of the depletion and de- 
preciation existing in property, i.e., the accumulated cost of the property 
which has been consumed in service. Cities Service Gas Co-_-_--_-- 3 FPC 

The Commission’s staff properly presented a complete depreciation and 
depletion reserve requirement study, i.e., a computation of the reserves 
which should have accrued had respondent properly recorded in reserves 
the accumulated cost of the property consumed in service. Accrued de- 
preciation is the sum of the proper annual depreciation expenses from the 
beginning of the property, less the total net cost of property retired. 
i St Deitel oh. enc akcebhan ante eihaahi aamhbenaiai hn Anon 

Annual depreciation expense proper where based on the actual legitimate 
cost of the property in service, excluding write-ups and other improper 
ieee Greinses Treen Tbe DOO. EEL... ncikictnndasearncannsansaeseenas= 

Although the local supply of natural gas available to applicants had 
become depleted, interstate gas from Texas, Commission found, would be 
available in the near future. Godfrey L. Cabot, Inc.......------ 4 FPC 

The fact that applicant’s supply contract is for a 20-year period is im- 
material in a determination of amortization and depreciation, since inter- 
state service cannot be abandoned except with the Commission’s permis- 
sion under Section 7 (b) of the Act, and there appears to be a reasonable 
assurance of a continuing supply of Texas gas for at least 30 years. 

It has been the general practice of the Commission to determine rate 
base by ascertaining net investment in gas plant used and useful in render- 
ing service, to consist of actual legitimate cost of gas plant less accrued 
depreciation, plus a reasonable allowance for working capital. The same 
factors that cause annual depreciation cause existing depreciation which 
has accrued and should be deducted from the property investment in 
fixing rate base. Mississippi River Fuel Corp_.......---------- 4 FPC 

In connection with proposed adjustment to reflect tax saving, respondent 
may not compute its income tax depreciation rate at 3% percent when it 
actually takes it at a rate of 5 percent annually and has not and does not 
propose to adjust its tax depreciation rate. Jd___._......._------------ 

Accrued depreciation found best measured by adjusted book reserve for 
depreciation at the end of 1944, plus accruals for 1945. Penn-York 
PIR yi knit cn el eahtto ie itnenmnswtntin 5 FPC 

The determination of the expense allowance for depreciation rests upon 
the remaining service life of the company’s pipeline. The 20-year contract 
for the company’s supply of gas is not controlling, since the vendor com- 
-any cannot, under Section 7 (b) of the Natural Gas Act, abandon service 
until its available natural gas supply is depleted, or the Commission finds 
‘hat public convenience and necessity permit such abandonment. 


Depreciation and depletion expenses computed at rates developed after 
studies of company’s operations, gas supplies, and properties by Commis- 
Geran Nee POON oi cnn wnnbadinnnns 5 FPC 

The book reserves were deducted from original cost as the measure 
of accrued depreciation and depletion. Jd___._.___---__--.------------ 

The Commission, in passing upon the accounting for purchases of gas 
and electric plant, will require depreciation and depletion reserves to be 
recorded on the books of the purchaser applicable to the property trans- 
ferred. New York State Natural Gas Corp___.........--------- 5 FPC 








Page 


473 


474 


483 


180 


183 


344 


348 


36 


38 


146 


146 


192 








INDEX-DIGEST 


DEPRECIATION AND DEPLETION—Continued 


The Commission found the appropriate method of computing deprecia- 
tion to be the straight-line method, under which the service value (cost 
less net salvage) is charged to operations ratably over the life of the asset. 
Bale: Tiger TI GIE TEE SHUR 6 oi ta cicngccuicnnnatipneinaescakon 5 FPC 

The sinking-fund method, which was rejected, postpones recoupment of 
the largest part of the investment to the uncertain future when the plant 
is old and is, therefore, objectionable in the case of long-lived property, 
where the reserves accumulate slowly. If the estimate of service life 
should prove too long, under such an interest method serious capital im- 
paireens woe eee. Ie. tc ak Coon eOanu ui aut cod oe ens caaaeeeen 

Observed depreciation evidence rejected as unreliable as a measure of 
the progress of depreciation and not determinative of depreciation resulting 
from functional causes, such as obsolescence. Jd_._....._....___----_-- 

The observed depreciation method fails to recognize that depreciation 
is an economic phenomenon and that investment is investment in the 
service which the property is capable of producing. Observed depreciation 
proceeds upon the fallacious premise that depreciation is not the using up 
of service life but is a sudden event which occurs in the final stages of 
SOEVGts.... 4 Reriiinnde new nein waies Caeuehwep lh getine Cidade ene 

The company’s proposal that an undepreciated rate base be used, that 
the depreciation funds be invested in relatively risk-free securities (such as 
Government bonds), and that the consumers be credited with interest at 
the Government rate, rejected. If the original investment is thus gradu- 
ally transformed substantially into investment in Government securities, 
a rate of return on the entire investment commensurate with the rates of 
return applicable only to the electric utility industry is inappropriate as it 
would force the consumer to compensate the company for risks which it is 
n0t GUNG: Jiiccsines dandte heh deRenibe poh dele aedaeetgadasdnns 

The licensee’s contention that it is entitled to an undepreciated rate base 
is founded on fallacious premise that depreciation payments are ‘‘advances”’ 
to finance renewals or replacements. They are an allowance for consump- 
tion of capital ‘currently’ taking place, the return of the capital through 
depreciation charges pro tanto terminating the consumer’s obligation to 
pay a return on capital investment. Jd_..............--.-.-.-.------- 

Depreciation reserve account should not be classified as a liability on 
licensee’s balance sheet since it is a contra account to plant account and 
the established practice for industrial companies is to show the depreciation 
reserve as a deduction from plant account on the asset side of the balance 
ehest.. . hi aq ans wiescitd aes ap aes hee eae ACs Spe bi on oka 

If the property is not to be renewed or replaced, reimbursement for the 
consumed capital is an equally necessary and just cost of operation and 
Goprociation: CRONIN K.. 166. 65i6it sn BEE <6 has ad dn de cee eect eeeneusy 

In transition from sinking fund method to straight-line method, Com- 
mission required only the amount in the reserve at the present time to be 
deducted, not the substantially larger amount which would result from 
retroactive application of the straight-line method. Jd___......------- 

In general, all physical properties of utilities, except land, are depreciable. 
Mass concrete in licensee’s dam, the power house and tailrace excavation, 
and forebay ramp are depreciable. I[d_._.......-----.--.------------- 

Deficiency between licensee’s present reserve and its reserve requirement 
calculated on a straight-line basis must ultimately be made up if capital 
impairment is to be avoided. Jd___-- 
512-874-6714 
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186 INDEX-DIGEST 


DEPRECIATION AND DEPLETION—Continued 


Deduction for accrued depletion and depreciation was based on “‘reserve 
requirements.’”’ The book reserves were computed on the basis of greatly 
inflated capital structure, since respondents accrued depreciation and 
depletion on their written-up plant accounts. Depletion reserve was in 
excess of the original cost of the depletable properties included in the rate 
base. Under these circumstances, held reasonable to use reserve require- 
ments as measure of accrued depreciation and depletion instead of higher 
book figures. City of Columbus, Ohio v. United Fuel Gas Co----.- 5 FPC 

Reserve requirements computed on a straight-line basis for depreciatle 
plant and on a production basis for depletable plant. Jd_____.-..------ 

Depreciation expense was sdiyeted to annual accrual determined from 
service life studies of company’s properties. Jd__.__---_- Stearman 

Claimed transportation cost allowance for amortization of portion of 
transmission system disallowed where recorded accrued depreciation plus 
future annual depreciation will be adequate to return all of respondent’s 
cost of utility plant. Mondakota Gas Co. v. Montana-Dakota Utilities 
CUR csiamesna ac ak ein alee ci Tana ea a a hoes en 6 FPC 

Depreciation expense of 3 percent per annum on all depreciable plant, 
the current rate being used by the company, allowed, with understanding 
that such rate would continue to be used in the future. Tennessee Gas and 
A ae ee ee EE a eee ee ie 6 FPC 

In allowing 3 percent rate of depreciation, it was understood that reserve 
provided by this rate, together with reserve as at September 30, 1946, 
would be deducted from original cost in determination of net investment 
Sik TRA ea aalemaceneons 

In determination of net investment of hydroelectric project as of begin- 
ning of license period, applicant is not entitled, under Section 3(13) of the 
Federal Power Act, to fair return on actual legitimate original cost, plus 
similar costs of additions and betterments before deductions for depreci- 
ation or reserve items therein referred to are made, since depreciation in 
question is for pre-license period and every provision upon which it relies 
states that deductions from cost are to be made from excess earnings 
accumulated “during the period of the license.”’ Metropolitan Edison 
ns scien es ica hich nso eee ah hha ater EA Ua al ea wl ce ee oe eset as toe aco 6 FPC 

In fixing initial license cost of previously unauthorized constructed 
project, same rule as to deduction of proper accrued depreciation as that 
heretofore followed by Commission in its determination of rate base for 
UtHItY DRORSTLY GDGUML DO TOOWE, 16... os ca cacecececccubepecces 

To determine initial license cost of such project without requiring deduc- 
tion of proper accrued depreciation, would ultimately result in double 
recoupment of that portion of plan cost represented by depreciation 
reserve which in effect has been contributed by licensee’s customers and 
credited to such reserve, since applicant has presumably already recouped 
that part of plant cost represented by depreciation reserve. Jd__------- 

With respect to Pittsburgh, the annual charges and a proper reserve for 
accrued depreciation and depletion reserves were agreed to but it is ad- 
mitted that the depreciation and depletion reserves of Kentucky are ex- 
cessive. City of Pittsburgh v. Pittsburgh and West Virginia Gas Co_. 7 FPC 

The 3.33 percent rate of depreciation of field lines of Kentucky proposed 
by the Commission Staff is the appropriate rate for the purpose of deter- 
mining annual depreciation expense and the reserve requirements for that 
CEE ME NEN. Nn concn nocedemeadecuscriirentenaecte 
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INDEX-DIGEST 


DEPRECIATION AND DEPLETION—Continued 


The method of accruing the reserve for gas well equipment proposed by 
the Staff based on depreciation of the equipment rather than depletion of 
the wells, as contended for by Kentucky, is the appropriate method for 
that porpeee:: Ié¢......6 3 6sd- teases Meek <sonalo-~wsares =p Saab 

The inclusion of the probable reserves to be recovered from deeper 
drilling in the estimates of Kentucky’s probable ultimate recoverable 
reserves for the purpose of determining the proper depletion rate and 
proper depletion reserve requirement in the manner proposed by the 
Commission’s Staff held fair, reasonable and proper. Jd___....-----._- 

The rates of depreciation and the allowance for depletion proposed by 
the Staff for Kentucky, determined by the same method as heretofore 
used and applied by the Commission, in all similar cases, found adequate 
for the purpose of determining a reasonable allowance for depletion expense 
and a reasonable depletion reserve requirement. Jd_-___..-..-..------ 

The depreciation and depletion reserve, which admittedly is excessive, 
exists as a cushion for future under-accruals, if any, and equity to con- 
sumers requires that it be held for that purpose. City of Pittsburgh v. 
Pittsburgh and West Virginia Gas Co. _.-.-.------+------------ 7 FPC 

Observed depreciation cannot be accepted as a measure of accrued depre- 
ciation for rate base purposes. Pennsylvania Water & Power Co_. 8 FPC 

Depreciation expense and accrued depreciation should be determined 
by same method in order to do justice to rate payers and utility alike. 


Accrued depreciation represents that part of cost of plant which relates 
to expired service life and is not a fund. If not deducted in determining 
rate base, a cost of past operations becomes basis for a continuing charge. 
Use of a depreciated rate base is proper. IJd__-._....--.-------------- 

The reserve for depreciation, averaged for the year, should be deducted 
from average investment in plant for 1946 in arriving at 1946 rate base. 


Reserves for depreciation, depletion and amortization exceed reserve 
requirements which Commission used in determining “net investment.’ 
Such excess reserve balances are available to offset any deficiency which 
may occur in future with respect to depletion and depreciation reserves. 


City of Pittsburgh v. Pittsburgh and West Virginia Gas Co____---- 8 FPC 
Commission includes allowance of additional depreciation on new gener- 
ating facilities. Oiter Tail Power Co_......-..---.------------ 8 FPC 


“Depreciation and amortization of electric plant’’ is an operating cost 
to be deducted in obtaining operating income from operations or “earn- 
ings.” » Néagéra' Falls Power Ces 55601 ocst. cosiusen owt 9 FPC 

Examiner recomputes Hope’s reserves for depletion and depreciation on 
(a) field lines, (b) rights-of-way and equipment, and (c) gas well equip- 
ment, upon determination of deficiencies in those accounts. Hope Natural 
Gas Con 228ot i oe ue ew Peat med 10 FPC 

In computing annual depreciation provision for rate base, service life 
method is considered to be reasonable and appropriate. Colorado Inter- 
State Gee. Oe 2835023 22S ea ee ae ak 11 FPC 

Commission finds that accrued depreciation and depletion to be deducted 
in determining rate base for 1952 is $18,182,793. Jd_..-._....-------- 

Examiner finds that applicants have established proof of adequacy of 
their book reserves as of end of 1949. Atlantic Seaboard Corp... 11 FPC 
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188 INDEX-DIGEST 


DEPRECIATION AND DEPLETION—Continued 


Evidence does not warrant more than a 334 percent per annum depreci- 
ation charge instead of the proposed 5 percent rate since the proposed rate 
makes no allowance for salvage and the life of the pipeline project will be 
longer than the company claims. Gulf Interstate Gas Co____-_- 12 FPC 

Where a company accrues depreciation on the basis of a great number 
of depreciation rates, each applied to a specific property account, the bur- 
den of insuring that as time passes and conditions change each rate is 
sufficient is on the company. United Fuel Gas Co________---- 12 FPC 

Commission decides that the temporary tax savings, realized through 
the rapid amortization of emergency facilities, should not affect the annual 
charge for depreciation for rate making purposes. Treatment of Federal 


Incense Tem SoS AS a CL MUU Soin tae 12 FPC 
Depreciation adjustment for anticipated retirement of certain leaseholds 
rejected as speculative. Home Gas Co____._.._.------------- 13 FPC 


Commission criticizes Ohio Fuel’s practice of charging retirement losses 
experienced because of the functional obsolescense of its transmission sys- 
tem to depreciation reserves, notwithstanding the fact that the reserves 
accrued against such facilities were less than original cost. Ohio Fuel Gas 
CB. cece deen ee bape RES OS Se E She Sula ed Tees 13 FPC 

Depreciation rate of 3.46 percent approved for Panhandle, where .42 
percent found appropriate for future retirement losses and a zero residual 
net salvage was used. Panhandle Eastern Pipe Line Co__-.---- 13 FPC 

Commission accepts Olin’s computations of depreciation reserves and 
expense based on a straight-line depreciation rate and rejects the unit-of- 
production or depletion approach as proposed by the staff. Olin Gas 
Tramensntin Gite LASS Ee ead 17 FPC 


DISCRIMINATION. 
1. Rates. 


Proper practice and the avoidance of undue discrimination require, ex- 
cept in unusual cases, that once a new and lower rate has been adopted by 
the company such rate should be made available and applied uniformly 
to all customers of the same class at the same time. Gulf States Utilities 
Coz . -.amemwer inl eben Luks otighvals 22- boaceanal thes ssis:t 1: FPC 

A provision in a rate schedule that rates charged should be the lowest 
rate available to that class of consumer should not be necessary to insure 
fair and nondiscriminatory treatment. Jd__..-..-.-.--.-----------.-- 

A complaint made by a residential consumer of electric energy in intra- 
state commerce alleging that interstate rates contained in a certain rate con- 
tract on file with the Commission were unduly preferential in violation of 
section 205(b) of the Act in that electric energy was being sold below the 
cost of production, and that such sale below cost imposed an unjust burden 
on other classes of consumers, particularly residential consumers of intra- 
state current, should be dismissed without prejudice when it appears to 
the Commission after independent investigation that the interstate rates 
complained of were not unreasonably low nor less than the cost of produc- 
tion but provided a substantial return on the investment. H. Jerome Jaspan 
v. Philadelphia Electric Co 
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INDEX-DIGEST 


DISCRIMINATION—Continued 
1. Rates—Continued 


There is no rule of law requiring that the customers of a public utility 
in a discrimination case must be joined as parties. Otter Tail Power 
Ce... WELL A a en ig Sea Javles ula 2 FPC 

It is not necessary for the Commission to conduct a complete case before 
removing patent discrimination such as exists in the instant case, for such 
a construction of the Act would be to render it ineffective for the reason- 
able accomplishment of its intended purposes. Jd__.___________------- 

Where the record discloses no justification for differences in rates 
charged customers by a public utility under substantially similar condi- 
tions, the public utility by its failure to make available to all the lowest 
rate voluntarily charged, is unlawfully subjectiig the customers to which 
this rate is not available to undue prejudices or disadvantages and granting 
preferences and advantages to those enjoying the low rate, and such 
practice is preferential and discriminatory in violation of the Federal Power 
Act. F@ils0 sulk yo7unegoe at ese elelniusagetal walées sick 

There is no reason to assume, on the record, ‘that respondent i is rendering 
service at a confiscatory rate to the customers enjoying the lowest rate. It 
is an established principle of regulation that a public utility rate must con- 
tain the entire consideration for the service rendered. Jd__.____--_---- 

A common-sense construction of sections 205 and 2C6 of the Federal 
Power Act impels the acceptance of the principies announced by the courts 
and by the Interstate Commerce Commission that a rate found to be 
reasonable for the purpose of removing a discrimination may be prescribed 
without making a finding that such rate is just and reasonable per se. 
Id. 2. Usa. DaPOU SIG. Us Le boas Salt, Babb, oor fined ied 

There is considerable latitude within the zone of reasonableness insofar 
as the level of a particular rate is concerned. The relationship of rates 
within such a zone, however, may result in an undue advantage in favor of 
one rate and be discriminatory insofar as another rate is concerned. When 
such a situation exists, the discrimination found to exist must be removed. 
Id_ J55_ 1G iUvlacuolveds 2ue sendun. bivedse.siscignd doa 

For the purpose e of removing a ‘discrimination the Federal Power Act is 
interpreted to mean that the reasonable wholesale rate for any class of 
customers be not higher than the lowest rate charged by the vendor public 
utility to any customer for the same class of service under the same or 
substantially similar conditions. IJd__.......-.-.-..---.-----.---s.-- 

Unless there are substantial lawful cireumstances which justify a differ- 
ence, the same rate schedule should be made available to all customers in a 
given class. Jd______- as ui 

Proposed increased rates for so- -called emergency gas were y not justified 
in the absence of evidence to show that on days applicant retained emer- 
gency gas its supply was inadequate for the requirements of its customers 
or why all such emergency gas so retained should be billed to the distribut- 
ing companies without considering the requirements of others equally de- 
pendent on applicant for their gas supply. Godfrey L. Cabot, Inc.. 4 FPC 

Although rates under suspension would result in undue and unlawful 
discrimination by reason of wide variation in costs to interstate wholesale 
customers, rate schedules producing approximately same revenue 
without discriminatory features, wou!d be reasonable. Allegany Gas 
Cai... aivbadss vies (slaewhins Jal ucthnd 2snledss soveaaas 5 FPC 
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190 INDEX-DIGEST 


DISCRIMINATION—Continued 
1. Rates—Continued 


Respondent’s common-carrier rate schedules discriminate against pro- 
spective shippers of gas through respondent’s common-carrier lines where a 
rate is demanded greater than actual cost of gas, plus cost of transportation 
(including a fair return to respondent’s own industrial customers who are 
served directly from the main pipe lines). Mondakota Gas Co. v. Montana- 
Dakota titties Co s25 vusseisui Hi codes wd binew-indé wii 5 FPC 

Although one or more utility customers may have received some benefit 
or suffered some disadvantage by the use of a billing month rather than a 
calendar month in determining the maximum day’s take in July 1947, the 
Commission is unable to find that Northern’s procedure is unfair or in- 
equitable in its result. Northern Natural Gas Co___.-.--------- 7 FPC 

Penn Water’s rates found to be excessive, unreasonable, and discrimina- 
tory and specified reductions ordered. Pennsylvania Water & Power 
Coo. 20a lower ecto sublines cl aselactndinS bgk eae 8 FPC 

Differential existing between wholesale rates to cooperatives and munici- 
palities is not so great as to be unduly discriminatory or preferential. 
Otter. Tail Power Ges i. oscuro sca secetcweds od Bla -lienndl 8 FPC 

High minimum bill provisions of proposed schedule held to produce un- 
reasonable and discriminatory charges when applied to customers with 
relatively small loads; new schedule required to provide for customers 
having maximum demands of less than 5,000 Mef per day and obtaining 
their entire requirements from applicant. Transcontinental Gas Pipe 
Line Cémpcicsea:; 25x SE SOLU eis sopscuwuss ooeeeke on 9 FPC 

Order granting certificate was conditioned with respect to filing a 
satisfactory tariff, upon finding that some provisions in proposed rate 
schedules departed from Commission tariff rules and that some were un- 
reasonable and discriminatory. Commonwealth Natural Gas Corp. 9 FPC 

Michigan-Wisconsin’s proposal that intervening distributors pay same 
rate as other customers who receive delivery at requested points will 
result in undue discrimination against all interveners. Commission finds 
Michigan-Wisconsin should remove such discrimination by one of four 
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prescribed methods. Michigan-Wisconsin Pipe Line Co_--_---- 9 FPC 135, 165 


Rate proposed for service to one community which is higher than rate 
for other communities in State appears to be an undue discrimination 
where no valid reason appears why community should not enjoy same 
rate as other towns for like service. San Juan Pipe Line Co_-_---- 9 FPC 

Since minimum load provisions in United contracts, based upon 95 per- 
cent minimum load factor for Texas Eastern delivery and 72 percent for 
Mississippi River delivery, result in discrimination, Commission condi- 
tions order to provide 72 percent minimum bill for both purchasers. 
United: Gat Pine tite: Ces 2gb08 063009 eu uln 03 cesuizo~ 10 FPC 

Since discrimination will result from inclusion in United’s contract with 
Mississippi River of Btu adjustment clause and omission of such clause in 
contract with Texas Eastern, Commission conditions order to omit this 
adjustment in Mississippi River Contract. Jd_.......---.-.---------- 

Commission finds it necessary to approve new form of rate schedules to 
prevent discrimination as to some persons served and unreasonable 
differences in service as among localities and classes of service. Pan- 
handle Hadterw' Pipe Line Ceocees. 25. seoecc . sosuiesl ceaud 10 FPC 

Commission approves examiner’s finding that applicants’ rate schedules 
shovld include a heat content adjustment provision to avoid undue dis- 
crimination between customers. Atlantic Seaboard Corp.-_-- -- 11 FPC 
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INDEX-DIGEST 


DISCRIMINATION—Continued 
1. Rates—Continued 


Commission finds examiner erred in finding that differences inhering in 
rate schedule GS-1, as compared with provisions of Seaboard’s contract 
demand schedules, are reasonable; and finds that rate schedule GS-1 is un- 
duly discriminatory and preferential and must be eliminated. Jd_-_____- 

Since Northern operates at near capacity throughout the year, Com- 
mission finds proposed change from 80 percent minimum billing demand 
to 100 percent billing demand during summer months is unreasonable and 
unduly discriminatory. Northern Natural Gas Co__-_--------- 11 FPC 

Commission determines that ALCOA had been given preferential treat- 
ment under contracts for mechanical horsepower and therefore Niagara 
cannot sustain its claim that payment was necessary to relieve it of burden 
of these contracts inasmuch as the company failed to seek remedial action 
by the Commission. Niagara Mohawk Power Corp-_----------- 11 FPC 

Contractual provisions do not prevent application of valid regulation, 
and corporation performing public service has obligation to take initia- 
tive in establishing reasonable rates free of discrimination. Jd__--.----- 

Apart from necessity of any payment to ALCOA, Niagara Mohawk 
has not shown its reasonableness in view of company’s failure to take ad- 
vantage of factors which gave it bargaining advantage. Jd___....------ 

Examiner finds that rate to be fixed for applicants’ contract demand 
service should include a heat content adjustment clause, in order to be just 
and reasonable and remove an apparent price discrimination to various 
customers. Ailantic Seaboard Corp_._....------------------- 11 FPC 

Minimum bill provision in Tennessee’s gas tariff for contracted demand 
service (“‘depression clause’) under which all but two customers are 
obligated to take or pay for 75 percent of contracted demand, while under 
certain circumstances those two customers may reduce their obligations 
to 6244 percent of contract demand, held to be unduly discriminatory and 
preferential. Tennessee Gas Transmission Co__.-------------- 11 FPC 

Tennessee Gas ordered to file revised gas tariff containing just and 
reasonable uniform minimum bill provision, applicable alike to all con- 
tracted, demand service GustGNnels. 300 o5, 5.22 64ss 52sec oe enen 

Commission has duty to maintain just and reasonable uniform rates for 
equal service under substantially similar conditions, notwithstanding fact 
that customers themselves elect not to complain of price discrimination 
ond prefapene=, FG. 3.5. oo no ean c- os ae seb bao penance erp veka dan 

An unreasonable difference in rates under substantially similar condi- 
tions of service constitutes unjust discrimination. Willmut Gas & Oil 
Co: v. Gagted: Gas Pigs Tine C6) so oc. Sew aacuede ce cacetecs 12 FPC 

Where a natural gas company charges one customer a lower rate than 
another, the Commission may require the company to charge both cus- 
tomers the same low rate, notwithstanding a claim by the company that 
its return is inadequate, when the company has not sought an increase in 
the lower rate over a period of years. Jd___.....--------------------- 

Fact that PG&E makes the only other resale service rendered by 
PG&E in interstate commerce and certain other comparable resale sales 
in intrastate commerce at rates below the proposed rate does not appear to 
amount to an undue discrimination or preference. Pacific Gas and 
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192 INDEX-DIGEST 


DISCRIMIN ATION—Continued 
1. Rates—Continued 


Proposed shift from a requirements tariff to a contract demand tariff 
rejected where there was a strong possibility of discrimination toward 
seller’s wholesale customers and seller had ability to store gas in large 
qndeditins: ( ouetGit Co ici ae si Oe uke sess akeeace 13 FPC 

Contract demand tariff rejected where it would only be applicable to a 
small portion of total sales and would result in discrimination. The Ohio 
Pa 66h i Bab ae be baker ees ee teone 13 FPC 

Uniform straight rate for all customers does not create an unduly dis- 
criminatory rate situation in this case, even though there are differences 
in service rendered by seller to its various customers. Michigan-Wisconsin 
Pid Tei ila 8 ii sr Be Ba ee et ag oe 13 FPC 

The fact that a natural gas company’s scheme of operations may, at 
some indefinite time in the future, undergo a change does not render untimely 
or premature a proposal to substitute zone rates for discriminatory and 
preferential uniform system rates. Northern Natural Gas Co__._ 14 FPC 

Commission concludes that Northern’s uniformly applicable rates are 
unduly discriminatory as to some customers and unlawfully preferential 
as to others, where the distance of transmission reflected with reasonable 
accuracy the relative cost of providing service. Jd_____._.__.--_------ 

Where there is no evidence of unjust or discriminatory rates, Commission 
in independent producer cases does not require that the issuance of a 
certificate become conditioned on the filing of rate schedules containing 2 
price below that in the contracts. Anthony J. Tamborello_____- 15 FPPC 

Commission upholds tentative rate settlement which eliminates the 
restriction on Georgia P&L’s obtaining and retaining benefits of lower 
cost power obtainable elsewhere. Georgia Public Service Commission v. 
SOPERE FN CB oo 8 hn ook pepe ee iste es eee cccas 15 FPC 

Since transmission services are no longer rendered, the power pooling 
charges embodied in the present form of rate properly should be changed 
and treated as a State boundary sale of power, with a credit to Georgia 
P&L for the reserve generating capacity maintained by it. Jd__._.__--- 

Commission diemisses petition of the Georgia Commission with- 


out instituting formal rate investigation under the Federal Power 
Act. Id 


The mere ability to accommodate, unaccompanied by curtailments 
made in fact pursuant to requests establishing need, does not furnish any 
justification for the claimed rate differential between jurisdictional 
customers and therefore is discriminatory in direct contravention of section 
4(b) of the Natural Gas Act. Central Keniucky Natural Gas Co. 15 FPC 

Commission finds that the automatic escalation provisions in the 
contract providing for automatic adjustment of the basic capacity charge 
for changes in plant investment and expenses are unjust and unreasonable. 
Bouth Caroling Generating C0... « <nisksncsscecaeceecesesccce 16 FPC 

The contract provision denying both Generating Co. and Georgia 
Power the right to seek changes in the rate over the term of the contract 
is unjust and unreasonable and should be eliminated. Id 


Commission determines that the contract rate between Generating 
Co. and Georgia Power is unjust and unreasonable and orders Generating 


Co. to reduce the capacity component of its rate to Georgia 
Power. Id 
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INDEX~-DIGEST 


DISCRIMIN ATION—Continued 
1. Rates—Continued 


The provision in Coastal’s tariff for service to Houston, providing for 
an increase in the allowance made Coastal with respect to gas from its own 
reserves, should be eliminated. Houston Texas Gas & Oil Corp_. 16 FPC 

The provisions in Coastal’s tariff, which grants credit to Houston where 
Coastal removes heat content from gas which it has purchased and trans- 
ports, should be made to apply also to gas from Coastal’s own production, 
or else the credit should be removed altogether. Jd 

2. SERVICE. 


There must be no discrimination, or unreasonable or unlawful preference 
to any customer by reason of any supposed contract right, or otherwise, 
pending eventual abandonment of facilities; nor should gas be delivered 
to utilities or industries whose rights should be subordinated to those of 
older customers. Godfrey L. Cabot, Inc-.---------.----------- 3 FPC 

In an area where a shortage of natural gas exists, contracts of Cabot, Inc. 
to supply Producers cannot impose an obligation to supply the require- 
ments of Producers, even though other consumers dependent upon the 
same supply of gas are thereby deprived of all service. A utility which has 
undertaken to serve the public may not select customers to be served in 
total disregard of the rights of other customers equally entitled to service. 
Applicants have an obligation to serve all customers dependent upon them 
for service without favor or discrimination and Producers is entitled to its 
equitable share of the available supply and no more. Cabot Gas Corp. 
han wie heigs Rk sc ASB aac wee Mai ete StL CN oe ca re Pala 3 FPC 

Similarly the obligation of a public utility to continue a service already 
undertaken, without preference, is greater than the corresponding obliga- 
tion to serve all consumers in the general service area in which its operations 
ONG GONNOEEG, . Filmi nkdce das Ache Gates aches daeedere kn 4 abketaecute 

Where city complains that contract between pipeline company and 
distributing company unlawfully limits the quantity of gas to be supplied, 
that pipeline refused to supply gas during off-peak periods for storage, and 
that pipeline has unlawfully restricted the supply of gas in violation of the 
rights of consumers, and where pipeline undertakes to sell gas to an 
industrial consumer, the Commission orders an investigation as to whether 
the sales to the industrial consumer will impair pipeline’s ability to serve 
previous customers and why pipeline should not apply for a certificate of 
public convenience and necessity. City of Detroit v. Panhandle Eastern 
TORO TA ek cs dein anenscakeandabknnnekaecnns ane 5 FPC 

Commission finds that, during existing emergency gas shortage situation, 
Panhandle rate schedules on file with the Commission to govern sales and 
deliveries of natural gas, subject to its jurisdiction, do not provide effective 
rules to govern and control deliveries of natural gas and assure reasonable 
and nondiscriminatory services to utilities dependent upon it, and are 
therefore unjust, unreasonable, unduly discriminatory and preferential in 
violation of section 4(b) of Natural Gas Act. Panhandle Eastern Pipe 
FD OD a iii dt. pail SE BE ag the he ed ee Te ale ade 6 FPC 

Authority of Commission to preseribe emergency rules and regulations 
as classifications, rules, regulations or practices, in connection with a rate 
schedule, to prevent discrimination under section 5(a) of Natural Gas Act, 
is fully sustained by decision of Supreme Court in Interstate Commerce 
Commission v. Illinois Central Railroad Co., 215 U.S. 452, where analogous 
authority of Interstate Commerce Commission was brought into question. 
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194 INDEX-DIGEST 


DISCRIMINATION—Continued 
2. Service—Continued 


The determination of the “authorized summer demand” upon a town 
border or community basis rather than on a company or community group 
basis does not appear to be unfair to any utility customers or to a particular 
community. Northern Natural Gas Co__.......--------------- 7 FPC 

Although one or more utility customers may have received some benefit 
or suffered some disadvantage by the use of a billing month rather than a 
calendar month in determining the maximum day’s take in July 1947, the 
Commission is unable to find that Northern’s procedure is unfair or 
inequitable in its result. Jd.........-.-...--.--.- pl ee ara oo aaa’ 

Proposed service to the Missouri refractory companies: during 180 days 
in each calendar year, supplanting in part service theretofore rendered on 
an interruptible basis, as well as other changes in the terms and conditions 
of service, not offered or made available to Panhandle’s other direct or 
wholesale customers, would have the effect of granting an undue preference 
and advantage to the five refractory companies and subject Panhandle’s 
other customers to undue prejudice and disadvantage and would have the 
effect of maintaining an unreasonable difference in service as between 
localities and customers. To the extent that curtailment of service to the 
Missouri refractories on a prorata basis, with curtailment of interruptible 
service, is necessary to meet the requirements of customers not subject to 
interruption, failure to do so would impair the ability of the Panhandle 
system to render adequate service, would constitute undue discrimination 
in violation of the Natural Gas Act. Panhandle Eastern Pipe Line 
on cmarimies ont bedske «buna ibh cd oe ed Retain ws tata os ales 7 FPC 

The practice of Panhandle in permitting Consolidated to take 125,000 
Mef a day, while delivering to Gas Storage something less than the quantity 
to which it is entitled under its gas purchase contract, has the effect of 
granting to Consolidated an undue preference and advantage. Jd_--_--_- 

In order to place Consolidated and Gas Storage on an equitable basis 
during the existing summer storage season, appropriate allowance must 
be made with respect to the volumes of gas from May 15, 1948, when 
Gas Storage was first in a position to receive the contract amount, to the 
date of the Commission’s order. Jd___------.----------- yb or digaes ere 

To the extent that Rate Schedule F.P.C. No. 12 does not clearly permit 
Consolidated to employ the gas which it receives thereunder for use 
throughout its integrated system, such rate schedule is unjust and un- 
VORGUNORD se: : Ms. Seba ecdndiinng<p00<kn Seon ede o dna inns Garis whi eed 

Natural Gas company may not lawfully single out a particular customer, 
and by contract grant a preference in service. Texas Eastern Transmission 
CRO Disata tie. cstne + dethisdin ina <a aetna D ~ dining eeee ss eeawreacnie 8 FPC 

Escape provision of proposed tariff, limited to customers in New York 
City area who are parties to so-called ‘‘New York facilities agreement’’ 
and not applicable to any other customers, held to be unduly preferential 
and discriminatory and should be eliminated. Transcontinental Gas Pipe 
ns Ges Rats ott nna masknis ka AAA adh ~ be Gao s 44am 9 FPC 

Absence of provision in firm service schedule of proposed tariff requiring 
an offer of excess gas to any customers buying thereunder might lead to 
discriminatory practices. Held that schedule should provide means for 
offering excess gas to all customers on nondiscriminatory basis with rate 
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INDEX-DIGEST 


DISCRIMINATION—Continued 
2. Service—Continued 


for resale "customers being equivalent to company’s proposed rate of 22 
Cnthe Cer WEE Tis ho eh tc ahh ee ee dn Gada pean 

To require certain communities to construct necessary branch pipeline 
facilities would constitute an unfair discrimination in service. Northern 
NEE I Oc cs cece ened andaeae tn ten cee ete 11 FPC 

Examiner concludes that continuance of service by Seaboard to Wash- 
ington Gas Light Co. under terms of contract would be preferential. 
Atlantic Geakeatd Cora. o's. eS See See _ 11 FPC 

Panhandle, by securing authorization from the Commission to increase 
the lateral capacity for some of its customers and refusing: to do so for 
Indiana Gas, has thereby subjected Indiana Gas to undue prejudice and 
disadvantage in violation of the provisions of the Natural Gas Act. Indi- 
ane Gde & Want Ce ee er eats Sees ae 12 FPC 

Commission requires Panhandle to eliminate the unlawful discrimination, 
and to determine the reasonable service obligations of Panhandle to 
Indiana Gas, but does not require Panhandle to purchase the loop laterals 
from Indiana Gas and operate them at its own expense. Jd______------ 

Commission requires Panhandle to deliver gas to Indiana Gas at higher 
pressures to conform to its voluntary practices with respect to other 
custousirs titiuariy siguesed. 26 OE MAES Bie IEG 2a Fa eee. 

The provision in the supplemental contract between. Panhaniile and 
Petro-Chemicals, with respect to an uninterruptible supply of natural gas 
for use as fuel, creates a new interruptible service, which discriminates 
against Panhandle’s other direct sale industrial customers. Panhandle 
Eastern Pipe Line Corp------ AS yn, LR > OE PPS 

It is not in the public interest to ) grant Northern Natural a certificate 
providing for contributions by new communities to the cost of branch tines 
to provide natural gas service tothem. Northern Natural Gas Co_ 13 FPC 

Interruptible rate schedule is required to prevent discrimination against 
customers of Panhandle’s resale customers in favor of Panhandle’s direct 
customers. Panhandle Eastern Pipe Line Co_.__.._-------- _. 13 FPC 

Interruptibie rate schedule is required to prevent discrimination against 
customers of Panhandle’s resale customers in favor of Panhandle’s direct 
custome.” 1G. ob cen bocce een eee been ase freed ee ae 

To permit Panhandie to set up a a differing order of priority to be appli- 
cable to its direct sale customers alone would be discriminatory as against 
Ste. WAGONS CUMURRIIR: Bla cree sinning pacinn nee snkaw atu sae 4 ee 

Service agreement provisions with California customers dedicating gas 
reserves should be eliminated because they may. subject other customers 
of El Paso to undue prejudice or disadvantage. El Paso Natural Gas 
Coe cl ed hicks ewe A 3b 40k Odea 13 FPC 

Contract provisions that would afford Mississippi a preferential right to 
acquire additional gas requirements from United would be discriminatory 
as respects United’s other customers, and should be eliminated in United’s 
rate schedule and tariff provisions. United Gas Pipe Line Co__. 14 FPC 

Commission has no authority to eliminate discrimination by conditioning 
certificate authorization under Section 7(e) of Natural Gas Act to require 
applicant to-enlarge facilities;,. Panhandle Eastern. Pipe Line Co. 15 FPC 
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196 INDEX-DIGEST 


DUE PROCESS. 

Authorizing applicant to serve Detroit and Ann Arbor district, presently 
served by Panhandle Eastern, will not result in confiscation of latter’s 
property without due process of law, since large existing and rapidly 
expanding gas markets afford ample opportunity to Panhandle Eastern 
not only to maintain its present favorable financial and operating position, 
but also to grow in areas now served by it and to expand. Michigan- 
Wisconsin Fine Ih Ge 6s Sod si nidtas Sheen nari: take eabeere 6 FPC 

Alabama-Tennessee’s claim that it has been deprived of property without 
due process of law by Commission’s rejection of its rate schedule filed on 
January 14, 1952, is considered by Commission to be unjustified on ground 
that proposed rates were excessive and no claim of confiscation may be 
predicated upon a claimed right to receive unjust enrichment during sus- 
pension period. Alabama-Tennessee Natural Gas Co___.--_---- 11 FPC 

Upon review of decision granting preliminary permit, Commission finds 
that city of Birmingham had actual and ample notice of filing of applica- 
tion and that there is no reasonable ground for Commission to hold such 
application in abeyance pending the undertaking of a proposed investiga- 
tion by the Commission of the water resources involved. Warrior River 
Electric Cooperatiog Assecittiom:. «2.5 ono - on icmotne dé cenhene 11 FPC 

Order of an administrative agency may not be objected to on the ground 
of due process unless the party has sustained or is in immediate danger of 
sustaining some direct injury as the result of the order. Pennsylvania 
PNT 1 TO Ta ek ih hk ist sid pie eect teats trae Sem beeen tne oe 13 FPC 

Due process does not require that a person shall have the right to exercise 
an alternative method to protect its interests in the event it is not successful 
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in the first instance. Teras Gas Pipe Line Corp__-_------- 13 FPC 1193, 1194 


Commission finds that the examiner’s actions at the hearing did not con- 
stitute material prejudice to the interveners. Teras Eastern Transmis- 
pao gas |S E26 a eet | cad deeptesecmerne 14 FPC 

Erroneous ruling in itself is not necessarily grounds for disqualifying an 
examiner. South Carolina Generating Co__....-.------------- 14 FPC 

Order is not invalid because based upon an order in a proceeding in 
which applicant was not a party, where facts are substantially identical. 
eaesie ee PAA As ines ee ceneantese aero oethneden 14 FPC 

Applicant was not deprived of due process when it was not permitted to 
answer the staff’s exception to the examiner’s decision. Continental Oil 
NUL hid susie enddik Naaiebnes boa he tele pice inert aearernduree ate an 18 FPC 
EMERGENCY. 

See LICENSE, 10. Emercency; JURISDICTION, 3. Exemption. 
EVIDENCE. 


See BURDEN OF PROOF; CERTIFICATES OF PUBLIC CON- 
VENIENCE AND NECESSITY; NAVIGABLE WATERS. 


EXEMPTION. 
See JURISDICTION, 3. Exemprion. 
EXPORTATION AND IMPORTATION. 


In a proceeding involving the exportation of natural gas to a foreign 
country pursuant to section 3 of the Natural Gas Act, the Commission 
must determine whether the authorization requested will be consistent with 
the public interest. Reynosa Pipe Line Co-_----- pinenantadee .. 4 FPC 
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INDEX-DIGEST 


EXPORTATION AND IMPORTATION—Continued 


In resolving the public interest related to the construction and operation 
of interstate natural-gas facilities during the war emergency, the Com- 
mission has applied, in general, the policy that such facilities should be 
confined to those necessary for the maintenance of supplies adequate for 
existing markets. No different criterion should apply where the markets 
to be supplied are outside the United States. Jd_.___-__- pain tiie eehe < 

Inquiry with respect to sources of fuel supply and availability of natural 
gas in the area where applicant proposes to make deliveries is as appro- 
priate in an export proceeding as in connection with applications for cer- 
tificates of convenience and necessity for the construction and operation 
of facilities within this country. Jd_____..__.-..-...-------+---+--.-- 

Application for authorization to export natural gas to the Republic of 
Mexico denied, without prejudice, where the record showed that only a rela- 
tively small portion of the exported gas was intended for use even indirectly 
in the war effort; preference is being given to civilian production over 
apparently essential war production; fuel oil available in the area; that 
present supplies of natural gas apparently are adequate for preferred uses; 
and that the exportation here proposed will not be consistent with the public 
interest. A more adequate showing should have been made by applicant 
of the possibility of obtaining supplies of natural gas within the Republic 
of Moexles) :fdis. coiussegse lads lig seceding sidheeied weeks 

Applicant granted authorization under section 3 of the Natural Gas 
Act to export natural gas to Mexico in accordance with the terms and con- 
ditions of contract with purchasing company in Mexico and upon condi- 
tion that exportation be confined to natural gas from specified fields and 
in specified quantities and preferential service be rendered at all times to 
persons or municipalities of the United States. Reynosa Pipe Line Co-__- 
woo es dL ee SO sanisaes sabes sews aed senthelnes 5 FPC 

Authorization to export natural gas to Mexico granted subject to condi- 
tion that applicant also apply for and obtain a certificate under section 7(c) 
of the Natura’ Gai Acti. 9s west - - csicedé owl ses how peg sens 

In the light of the acute shortages existing in the United States and the 
demands upon the Panhandle system, it is impossible to eliminate restric- 
tions imposed upon Panhandle’s export of gas to Union Gas Company of 
Canada, Limited, until Panhandle has additional capacity. Panhandle 
PUUPUnUN Uy DUNG en Se a cg ea ean ae 7 FPC 

Application in docket No. G-1344 for authorization to export natural 
gas dismissed without prejudice, based on consideration of requirements 
of customers within United States and of present sales capacity of Pan- 
aS Bid £8 Oe Sea ee a er are . 10 FPC 

In proceeding upon application for authorization to import natural gas 
from Alberta, Canada, to meet requirements of Anaconda Copper Mining 
Co., Commission determines that supply of natural gas presently available 
to applicant is not adequate to enable it to render its present service. 
DONG OCW C0 55 SE Re rere edt ~~ gue 11 FPC 

Commission finds that termination of natural gas service to Anaconda 
would interrupt its present operations and output of strategic: metals, re- 
sulting in detriment to national defense program. Jd__.-..--..-.-_-.-- 

In determining that applicant’s proposal to import natural gas from 
Canada is consistent with the public interest, Commission gives considera- 
tion to factors ordinarily considered in connection with applications for 
certificates of public convenience and necessity. Id 
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198 INDEX-DIGEST 


EXPORTATION AND IMPORTATION—Continued 


Commission finds no justification in record for a finding that applicant’s 
proposal presents an inconsistency with the public interest as represented 
by interveners voicing opposition of coal industry and affiliated interests. 


Applicant is authorized to import natural gas with conditions imposed 
to limit the proposec importation in exact accordance with the Canadian 
legislative auth»rizutions which prescribe volume limitations as well as 
time Hmitetions. + Idu uci: aous.2s ceegosgtasaligue-aiains wee 062 

Since natural gas imported from Canada will be used exclusively to 
render service to Anaconda, it will be required to pay costs of facilities re- 
quired to bring gas into applicant’s system and to assume any loss to appli- 
cant on the netinvestment. Jd.__....22-2 2-2 eee tee sole ee eed ee 

Commission finds that the proposed exportation of natural gas to Canada 
by Tennessee and Niagara will not be inconsistent with the public interest. 
Tennessee Gas Transmission Corp.__..----.------------------ 12 FPC 

Commission pursuant to section 3 of Natural Gas Act authorizes Ten- 
nessee and Niagara to éxport’natural gas from the United States to Canada, 
and issues a certificate of public convenience and necessity under section 7 
of the Natural Gas Act to Tennessee to construct and operate facilities for 
the transportation and sale of natural gas. Jd____-_-.--..------------ 

It would not be in the public interest to permit the importation of natural 
gas as the sole source of supply for customers in need of an uninterruptible 
supply at a reasonable price. Northwest Natural Gas Co__._.--- 13 FPC 

Nothing in section 3 of the Natural Gas Act requires the securing of nec- 
essary export authorization from the appropriate Canadian authorities as 
a condition precedent to the Commission’s issuance of an order authorizing 
the import of the Canadian gas. Montana Power Co_......---- 14 FPC 

Commission authorizes Montana Power under section 3 of the Natural 
Gas Act to import natural gas from Canada. ZIJd__.-_--..-----.------- 

Commission authorizes Texas Eastern under Section 3 of the Natural 
Gas Act to import natural gas from Mexico. Texas Eastern Transmission 
Corp. 2 285 2202 sosuls Shido de Bab seus stiise oda - 16 FPC 

Commission concludes that the views expressed in the Northwest opinion, 
disapproving of reliance in this country on Canadian gas as a sole source of 
supply, should not be permitted to stand. Midwestern Gas Transmission 
CO.5. CES He ecureycenntetbaaodsatwhewecdudkinns caaddeaee 16 FPC 

Commission denies interveners’ motion to dismiss the applications of 
Midwestern, Tennessee, and Iron Ranges for certificates of. public con- 
venience and necessity under sections 3 and 7 of the Natural Gas Act. 


EXTENSION OF NATURAL GAS PIPELINES. 
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See CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY. 


FACILITIES. 


See CERTIFICATES, 8. Facttitrzs; ABANDONMENT; JURISDICTION. 


FAIR RETURN. 
See RATE OF RETURN; RATES. 


FAIR VALUE. 
See COST, 18. Net Investment; RATES; 8. VatvatTIon. 


FEASIBILITY. 


See CERTIFICATES, 9. Factors, (a) Economic Feasibility; LICENSE. 
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HOLDING COMPANY. 

See MERGER; OFFICERS AND DIRECTORS. 
INTERCONNECTIONS. 

See BMERGENCY. 


INTEREST DURING CONSTRUCTION. 


See COST, 15. InrErEst; ACCOUNTS AND ACCOUNTING; RATE BASE. 


INTERIM ORDER. 
See RATES, 7. Intarrm Orper. 


INTERLOCKING DIRECTORATES. 
See OFFICERS AND DIRECTORS. 


INTERSTATE COMMERCE. 
See JURISDICTION; NAVIGABLE WATERS. 


JUDICIAL REVIEW. 


Public agencies representing consumer interests which have participated 
in proceedings may obtain judicial review of Commission action as “‘ag- 
grieved” parties under provision of Section 19(b) of Natural Gas Act. 
Pligg, FI Gili isid stierkis apt nina < dave eaie naan 10 FPC 

A party may not seek judicial relief until he has just exhausted his ad- 
ministrative remedies. Montana-Dakota Utilities Co._...------ 14 FPC 

Motion to dismiss order to show cause denied since Commission action 
in no way constitutes violation of stay order issued by the United States 
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Court of Appeals for the Fifth Circuit. Argo Oil Corp_...... 14 FPC 597, 625 


It is for the Commission to determine whether a license is to be issued on 
remand from the Court of Appeals and, if so, whether it should be amended 
in other respects. Public Utility District No. 1 of Chelan County, 
Wa stn cngs a5 de hedcen handed aiammminiis a atiidaaee 18 FPC 

A petition for review of an interlocutory order cannot deprive the Com- 
mission of jurisdiction of the rest of the case. Tezas Eastern Transmission 
COD. cx ened cminttictenads <ntananesha nied menadiaatee 18 FPC 


JURISDICTION. 
1. ACCOUNTING. 


Section 6(b) of the Natural Gas Act provides that every natural-gas 
company upon request by the Commission shall file with the Commission 
an inventory of all or any of its properties and a statement of the original 
cost thereof. The provisions of the Act do not require the Commission to 
hold a hearing prior to making request for suchinventory and cost statement 
and no right of a natural-gas company is violated by the absence of such 
a hearing, eel Cee GU Cie a. 5. onc cnt nana eannaeecene 1 FPC 

In the absence of detailed instructions it is expected that a natural-gas 
company will use reasonable judgment in submitting the informstion 
requested in accordance with established arid recognized principles and 
Rie. BG ok Fe ron A dO en ee de anu on nghe race oar ec eer rens 

The Commission may require a natural-gas company to make reasonabie 
estimates of the cost of property to predecessor companies or in other 
cases where records are not available. IJd_........-....-------------- 

The expense to which a company is put in complying with an order 
of the Commission directing the submission of information is considered 
justified in the public interest. Jd____-..----.-------- conan eetenen 





28 


151 


590 


592 


594 


585 








200 INDEX-DIGEST 


JURISDICTION—Continued 


1. Accountinc—Continued 





The Federal Power Commission has authority to prescribe a uniform 
system of accounts and to order a licensee to transfer items from one 
account to another in compliance with the provisions of the Commission’s 
Uniform System of Accounts. Northern States Power Co. (Wis.).. 2 FPC 

In the administration of the functions of the Federal Power Commission 
under the Act (particularly under Sections 10(d), 10(e), 20, 304(a), 307, 
301, and 311) it is highly important that the Commission have information 
based upon the uniform system of accounts and that the books of the 
licensees properly reflect such accounts. Jd___._----.--..-------.---- 

The Federal Power Commission’s order requiring transfer of certain 
items from the project accounts to other accounts is not invalid because a 
State commission may arrive at different conclusions in respect to the ac- 
counting disposition of the items in question, nor would the licensee be ren- 
dered unable to comply with the orders of a State commission. Jd____-___-- 

While the Federal Power Commission’s Uniform System of Accounts 
may not preclude accounting regulation by the States, that does not mean 
that any State regulation may be imposed to the exclusion of the Commis- 
Se: Se se aca ae hae ee enenee neo esent aeteuwe sacra red oun 

The provision of Section 301(a), providing that “nothing in this Act 
shall relieve any public utility from keeping any accounts, memorandum, 
or records which such public utility may be required to keep by or under 
authority of the laws of any State” only means that, under the Federal 
Power Act, the licensee does not, by virtue of being subject to the Power 
Commission’s regulation, become immune from accounting regulation by 
a& State commission, and there is no reason why the licensee may not 
comply with a State regulation requiring that additional accounts be 
OT U.S Soc faa e Senet abe cesaeetanneareret lar Te eee 

The Commission has authority under the Federal Power Act to require 
& public utility subject to its regulation to keep general corporate and 
other fundamental accounts and records covering its entire electric utility 
business in conformity with the provisions of the uniform system of 
accounts prescribed by it for public utilities and licensees. It would be 
impracticable for a Federal agency to limit accounting requirements 
to the interstate portion of a public utility’s business when it is also engaged 
in intrastate business. Northwestern Electric Co._._..--.------- 2 FPC 

Section 201(a) of the Federal Power Act is only a declaration of policy 
and does not supplant express regulatory provisions of the Federal Power 
Act, or any regulations thereunder, such as those in reference to a uniform 
system of accounts, merely because similar regulation may be exercised 
by the States. Hartford Electric Light Co____.-.--.----------- 2 FPC 

Sections 301(a) and 208(b) of the Federal Power Act are express stat- 
utory authority for Order No. 42 prescribing the Commission’s Uniform 
System of Accounts for Public Utilities and the subsequent orders requir- 
ing the filing of data and information relative to original cost of public 
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Where an electric utility engages in sales of electric energy going out of 
the State and sales of energy staying within the State, Section 301(a) of 
the Federal Power Act contemplates that the Federal government and 
State governments may each enforce observance of such accounting pro- 
cedures as are requisite to the functions of each. Jd__---.-.----.------ 








JURISDICTION—Continued 
1. AccountTiINGc—Continued 


Under the facts found, a respondent is a public utility within the mean- 
ing of the Federal Power Act, and by Section 301 (a) of the Act, it is subject 
to the accounting orders of the Commission. Jd__...-.--.-------.--.-- 

As company owns and operates facilities both for the transmission and 
sale at wholesale of electric energy in interstate commerce, it is a public 
utility subject to the jurisdiction of the Commission and is not exempt 
under Section 318 of the Federal Power Act from Commission’s accounting 
requirements because of the provisions of Section 6(a) of the Public 
Utility Holding Company Act or because of the accounting requirements 
of the Securities and Exchange Commission under Section 15(a) of the 
Holding Company Act applicable to holding companies and their subsid- 
iaries as there is no conflict of jurisdiction in the applicability of the sys- 
tems of accounts of the two commissions. Superior Water, Light & Power 
Co... . .~-ccnncdan gba Smctin acai aukiiiginiecsdie heii tics d inet 3 FPC 

Since respondent owns facilities used for the transmission and sale of 
electric energy at wholesale in interestate commerce by an affiliated com- 
pany which operates them under a lease, it is a ‘‘public utility” under 
Section 201(e) of the Federal Power Act. Indiana Hydro-Electric Power 
CO. . -- - pp 2+ quip edsnee t= depunieannniiacameittaitaie eiaatcaaaenn 3 FPC 

Congress, in conferring upon the Commission jurisdiction over the ac- 
counts of “licensees’’ and ‘“‘public utilities,’’ provided for their uniform 
treatment, but also provided that ‘“‘public utilities” should not thereby be 
relieved from the necessity for compliance with lawful state accounting 
requirements. Montana Power Co_........-..-.--------------- 4 FPC 

The Commission’s accounting requirements control the fundamental or 
basic corporate books of account of a public utility or licensee, and its 
authority is not limited to the prescription of memorandum accounts (Cf. 
Northwestern Electric Co. v. Federal Power Commission, 321 U.S. 119). 
Northern, States, Paget, Cli sdieceaosincessceceaeteninonha date 5 FPC 

Congress, in enacting the Federal Power Act, recognized that uniform 
and comprehensive accounting authority, extending to the basic books of 
account of public utilities and licensees, was desirable and vitally necessary 
to effective utility regulation..; J@2- ~....- <2 ca nqconn neon eocnnsensup=- 

Compliance with the Commission’s accounting requirements with re- 
spect to basic corporate accounts, including capital, surplus plant and 
depreciation, must be enforced to prevent possible inflation in plant ac- 
counts and capital structures during consolidation and merger proceed- 
ings. [4..6> $mn4pdrckuhin eae reiethaln cale idles canted Cann ane ee ii dinie 

Agencies of the United States, even though not licensees under the Act, 
are required by Section 303 of the Act to conform to the Commission’s 
accounting requirements, and there is no difference between such agencies 
and public utility companies and licensees with respect to accounting 
treatment of costs, revenues and expenses, and particularly the determina- 
tion of net income. Central Nebraska Public Power and Irrigation 
Diatrict . .. ....-...~ ~ aie shiping eapekalle Soph sank Se diesels bccn Seeiieee 5 FPC 

The Commission, in passing upon the accounting for purchase of gas and 
electric plant, will require depreciation and depletion reserves to be re- 
corded on the books of the purchaser applicable to the property transferred. 
New York State Natural Gas Corp... -..-..+---+-4---+----+-+---+- 5, FPC 


512-874—67——-15 
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JURISDICTION—Continued 
1. Accountinc—Continued 


The fact that the regulatory power of the Federal Power Commission 
may partially duplicate that of a State commission does not preclude 
exercise of the Commission’s functions. Cf. Connecticut Light & Power 
Co. v. Federal Power Commission, 324 U.S. 515, 533; Northwestern Electric 
Co. v. Federal Power Commission, 321 U.S. 119. East Ohio Gas Co__ 6 FPC 

Certain accounting data relating to cost of transportation of natural gas 
from the Ohio River to city of Cleveland, of use in connection with former 
rate controversy, now settled, required to be filed under Sections 5(b) and 
6(b) of Natural Gas Act, since such data will be useful when a further 
rate controversy develops, and can readily be made current. Such data 
must also be required under the Commission’s general accounting orders 
issued under Sections 8(a), 10(a), and 16 requiring installation of uniform 
system of accounts, reclassifications and original cost determination, and 
annual and statistical reports. 

Uniform accounting is necessary to effective regulation under Section 7 
of the Natural Gas Act. 

There is no merit to objecting that Commission requests for accounting 
data and its requirements that accounts be kept may not extend beyond 
facilities subject to its jurisdiction. Re Billings Gas Co., et al., 2 FPC 288, 
289-290; Re Northwestern Electric Co., 2 FPC 327, 330-331. Jd 

Legitimate cost of compliance alone is no bar, since effective regulation 
in the public interest is justification. Jd_.......--------- ce teele Bo ans 

State commission’s action on a rate base value does not make issues 
unique and require unique accounting. Arkansas Power & Light Co_. 8 FPC 

Contention that proviso clause of Section 301(a)' of Federal Power Act 
vests exclusive jurisdiction over respondent’s general corporate accounts 
in Arkansas commission and that proviso would be meaningless if not con- 
strued in this manner, rejected. Commission must require that accounts 
kept pursuant to its orders be fundamental or basic corporate accounts and 
not mere memorandum accounts. Regulation prescribed by Federal au- 
thority is paramount. Id 

By Section 4(f) of Federal Water Power Act of 1920, Congress empowered 
Commission to prescribe rules and regulations for system of accounts, and 
accounting formulas determined by Commission must conform to legislative 
standards and policies set up by Congress. Commission, by its’ rules and 
regulation, is to fill in details of legislative policy. Nzagara Falls Power 


A licensee obtains vested rights by Federal Power Act as it existed when 
license became effective, subject to continuing power and duty of Com- 
mission to carry out purposes of Act by rules, regulations and orders. 


Under Section 10(d) of Federal Power Act authority to prescribe exact 
accounting formulas and methods is delegated to Commission. Id 


Commission ¢annot contract away its statutory power and duties’ to 
prescribe accounting methods and formulas. 


Section 10(d) of Federal Power Act does not prescribe’ accounting for- 


mulas for calculating ‘“‘surplus earnings.’”’ Such determinations are left to 
discretion of Commission. 


See ACCOUNTS AND ACCOUNTING, 2. Aurnoriry ro REGULATES. 
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JURISDICTION—Continued 


2. Execrric ENnerGy, TRANSMISSION AND SALE. IN’ INTERSTATE 
COMMERCE, 





Page 
An application for approval of permanent connections for emergency 
use only may not properly be filed under section 202(d) of the Federal 
Power Act by a public utility subject to the jurisdiction of the Commission 
under Part II of the Act. ' Kansas Gas and Electric Co__-__-__=- 1 FPC 540 
Facilities for the transmission of electric energy from the state in which 
it is generated to another state where it is consumed, are facilities for 
transmission of electric energy in interstate commerce and the owner or 
operator of such facilities is subject to the jurisdiction of the Commission 
unless such facilities are within a class specifically excluded. Id__-~.  __- 542, 544 
It is not necessary to decide whether interstate facilities are “‘trans- 
mission” or “distribution” facilities so long as they are not within a class 
of facilities specifically excluded under section 201(b) of the Act in con- 
sidering whether an application for approval! of permanent connections for 
emergency use only under section 202(d) of the Act may be properly filed. 















The sale of electric energy at wholesale to a company which distributes 

part of such energy in the state of sale and distributes part in another 

state is a sale at wholesale in interstate commerce within the meaning of the 

Act. F@vie Gicildetaeas ores et sue ed. cslioweccctesiiil aside cee 544 
The passing of custody or title to electric energy at intervening points 

without arresting the movement to the destination intended does not affect 

the essential nature of the business as transmission and sale in interstate 

commerce. Interstate Power Co_....-.~..---0n-22-26-6es--45- 2 FPC 88 
Held, that respondent is a ‘‘public utility’? within the meaning of section 

201 of the Federal Power Act as the owner and operator of facilities em- 

ployed in “‘the transmission of electric energy in interstate commerce’ and 

“the sale of electric energy at wholesale in interstate commerce.”’ A motion 

to dismiss for want of jurisdiction is denied. Jd_-__._-.-.-....-_---.--- 89 
Facilities between the connections on the generating company’s genera- 

tors and a substation owned by an affiliated company immediately outside 

the generating plant, said substation together with its apparatus, trans- 

formers, suitable connections and switches, and a double-cireuit trans- 

mission line extending into another State (also owned by said affiliated 

company) over which electric energy is sold for resale and almost instanta- 

neously and directly transmitted to points outside the State, are facilities for 

the transmission and sale of electric energy in interstate commerce.’ Hart- 

Jere Tletivis Big ee xcs iii Riverina icine. 2FPC 361 
Whether a company is a “public utility’? within the definition of the 

Federal Power Act is to be determined on the basis of what the company 

does and not on the basis of what its charter provides. Jd__.. -.-.--- 364 
Where electric energy generated and sold by a company is transmitted 

directly and almost instantaneously from bushings on the wall of its gener- 

ating plant through a substation formerly owned by said company, but now 

owned by an affiliated company, to points outside the State where it is con- 

sumed, the transmission and sale is interstate commerce and the fact that 

the voltage is changed as the energy passes through the transformers at the 

substation does not rob the flow of electricity of its interstate character, as 

there is no interruption in the transportation or the transmission of the 

electric energy, and the transformers are an integral part of the system by 

means of which the energy sold by the generating company is transmitted 

and resold for consumption in another State. Jd_...._....-.--------- 365 
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The fact that the transmission is by facilities owned in part by the gener- 
ating company and in part by another, a related company, or the fact that 
title to the energy is said to change at a point of delivery within the State 
or that the related company is interposed as an intermediary in the sale, 
does not rob either the transmission or the sale of its interstate character. 


The part of Section 201(b) of the Federal Power Act excepting from the 
jurisdiction of the Federal Power Commission generating facilities, or 
facilities for local distribution, merely indicates the types of facilities with- 
out the ambit of the regulatory power of the Federal Power Commission, 
and has no application to the facilities between the generators and the 
bushings on the wall of the steam generating plant of a company whose 
whole corporate organization, as well as its electrical facilities, are used in 
the sale of electric energy in interstate commerce. 

Where facilities in addition to being used for the transmission and sale for 
resale in interstate commerce were also used in generation and local distri- 
bution, there is no merit to the contention that said facilities are without 
the jurisdiction of the Commission. 

Respondent, an Indiana corporation, having an electric generating station 
and transmission facilities in Indiana, generating electric energy in Indiana 
and transmitting it to the Illinois-Indiana State line at which point it was 
delivered and sold to Edison Company, an Illinois corporation, by which 
such electric energy was commingled with other electric energy generated 
by said Illinois corporation and resold to consumers in the city of Chicago, 
is a publie utility as defined in Section 201(e) of the Federal Power Act and 
such sale of electric energy for resale and transmission of electric energy in 
intrastate commerce is subject to the jurisdiction of the Federal Power 
Commission. Chicago District Electric Generating Corp__-------- 2 FPC 

The supplying of electric energy by respondent to another Indiana corpo- 
ration, whose operations are entirely within the State of Indiana, does not 
involve a transmission of electric energy in interstate commerce as defined in 
Section 201(c) of the Federal Power Act even though a portion of the elec- 
tric energy so supplied enters the State of Illinois from Indiana and then re- 
enters the State of Indiana without any such electric energy being taken or 
used within the State of Illinois. Jd 

Respondent’s claim of exemption under Section 201(b) is denied. 


On rehearing by the Commission upon an order directing a public utility 
to comply with various orders requiring the filing of information relative to 
the original cost. of electric plant facilities, where the basic facts and princi- 
ples relied upon in the opinion of the Commission accompanying the origi- 
nal order with respect to which the rehearing was had, were not shaken bv 
the errors assigned nor by the oral arugment at the rehearing, the question 
on rehearing was whether the findings previously made were sufficient to 
sustain the order. Hartford Electric Light Co_...-..2.....----- 2 FPC 

Admissions by respondent’s counsel on rehearing confirm the Commis- 
sion’s previous determination that respondent is engaged in the sale of elec- 
tric energy at wholesale in interstate commerce. The admissions were that: 
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(1) prior to the enactment of Part II of the Federal Power Act in 1935, 
respondent, as a member of the Connecticut Valley Power Exchange, fur- 
nished and sold at wholesale in interstate commerce large quantities of 
electric energy; 

(2) the energy generated by respondent is transmitted in the same man- 
ner, insofar as the physical aspects thereof are concerned, as if it were still 
a member of said Exchange; 

(3) that the fact that electricity generated by respondent is transmitted 
from Conneeticut to Massachusetts is known to respondent; 

(4) the energy so generated and transmitted is essential to the operation 
of the Exchange; 

(5) the purpose of the entire electric system is to get energy from the gen- 
erator to the point of utilization; and 

(6) part of the energy so generated enters into interstate commerce and 
is consumed in another State. 

The mere fact that outward bound energy passes on to the line of another 
company within Connecticut does not rob the entire transaction of its inter- 
state character, especially where the eleetric energy crosses the Massa- 
ehusetts State line almost instantaneously after leaving respondent’s lines. 





Page 


Section 201(a) of the Federal Power Act is held to indicate the general 

policy that the Federal Power Commission shall have jurisdiction over 

interstate matters and the States shall have jurisdiction over intrastate 

matters, respectively.:::J@. sisi Je vacocun duu vollaois cel geideds ce 505 
Where, upon the facts, the electric energy generated by respondent is 

transmitted in interstate commerce, and sold for resale in interstate com- 

merce, respondent is a public utility within the meaning of the Federal 

Power Act, and all facilities used as such transmission or sale come within 

the jurisdiction of the Commission. \Jd_.___........-.-- 22s _------ 506 
Facilities in Connecticut owned and operated by respondent for the 

transmission and sale at wholesale of electric energy transmitted from 

Connecticut and consumed in the State of New York by persons other than 

the transmitter, were facilities for the transmission and sale at wholesale of 

electric energy in interstate commerce and respondent was by virtue of 

such ownership and operation a public utility within the meaning of that 

term as used in the Federal Power Act. Connecticut Light & Power 

Co... BU. aN an tas OG ciCeelkt .cgsace iain 3 FPC 134 
Facilities in Connecticut owned and operated by respondent for the 

transmission of electric energy transmitted from the State of Massachusetts 

and consumed in Connecticut by persons other than the transmitter, were 

facilities for the transmission of electric energy in interstate commerce and 

respondent was by virtue of such ownership and operation a public utility 

within the Federal Power Act, ‘Jd____...2-2- 222-2 22eLee eles ee. -- 138 
Transmission of electric energy in interstate commerce, within the 

purview of the Federal Power Act, extends from the generator, where 

generation is complete, to the point where the function of conveyance in 

bulk over a distance (the essential characteristic of ‘‘transmission’’) is com- 

pleted and the process of subdividing the energy to serve ultimate con- 

sumers (the characteristic of ‘local distribution’’) is begun. 
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Facilities (substation, including transformers and other equipment) 
that are required to raise the voltage so that energy may be transmitted 
in bulk; the facilities (lines) that actually convey the energy in bulk; and 
the facilities to lower the voltage again so the electric energy may be 
distributed, are facilities for transmission. Included in facilities for trans- 
mission are also devices for metering and controlling the flow of bulk energy, 
condensers for limiting loss of energy in the line, devices for weather pro- 
tection, to keep the system ‘‘in tune,” etc. Jd_...-...---.-..--..----- 

“Facilities for transmission” include not merely the wires by which 
energy is conveyed in bulk, but all the devices necessary and useful to 
accomplish that conveyance. . [4.2.6 <<... cnnc ec nsec sesnoce ens aks 

The transmission and sale of electric energy to a municipality for sale 
and ultimate consumption in another State is a ‘‘sale at wholesale” of 
electric energy in interstate commerce within the definitions contained in 
the Federal Power Act even though such transmission is to a municipality. 
Facilities between the generators and the points at which local distribu- 
tion begins are facilities for transmission of electric energy in interstate 
commerce, regardless of changes in title or custody, en route. Jd_. _-_-- 

Transformers do not bring about such a change in the identity or form 
of electric energy that they mark the terminus of the interstate commerce 
in the electric energy which crosses the State boundary. Jd_._.._-.-.-_-. 

In view of the general practice in the utility industry of using meter 
readings as showing the direction and amount of flow of electric energy, a 
contention that transmission from points of generation outside the State 
to points of utilization within the State is not ‘‘uniquely demonstrable by 
physically verifiable facts,” is untenable. Jd__2.-....--.-----------.- 

Respondent held a ‘‘public utility’’ on June 16, 1936, when Order No. 42 
was issued, on January 1, 1937, when the Commission’s Uniform System of 
Accounts became effective, on May il, 1937, when the further order with 
respect to electric plant account instruction 2-D of the Uniform System of 
Accounts was issued, and continuously through January 1, 1939, when 
reclassification of accounts was required to be completed; and ordered to 
comply with such orders as of the time compliance was originally required. 
A corporation owning and operating facilities for the hydroelectric 
generation of electric energy, electric lines and other facilities, including 
transformers, by means of which it transmits and sells at wholesale electric 
energy transmitted from Vermont and consumed at points outside thereof 
by persons other than the transmitter, is a ‘‘public utility’ within the 
meaning of the Federal Power Act. Olcott Falls Co_.....-..--.- 3 FPC 

Under arrangement known as Connecticut Valley Power Exchange, one 
applicant company exchanged surplus electric energy with other companies 
and purchased, under a contract for firm power, and transmitted over its 
facilities, electric energy generated in States other than Massachusetts and 
transmitted therefrom and consumed outside thereof and sold such energy 
to the other applicant companies for resale. The facilities for such 
transmission and sale held facilities for the transmission and sale of electric 
energy at wholesale in interstate commerce, and the applicant vendor 
company, by reason of ownership and operation of such facilities, a “public 
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utility” within the meaning of Section 203 of the Federal Power Act. 
Western Massachusetts Electric Co._.......----------i--------- 3 FPC 

Corporations engaged in generating, transmitting, purchasing, distrib- 
uting and selling electric energy in territory extending from Virginia 
into North Carolina, whose properties are interconnected at several points, 
owning and operating facilities for the transmission and sale at wholesale 
of electric energy in interstate commerce, are public utilities within the 
meaning of the Federal Power Act. Virginia Electric and Power Co. 4 FPC 

The Commission held that applicant ceased to be a privately owned 
corporation and became directly wholly owned by an instrumentality of a 
public power district, a political subdivision of the State of Nebraska and 
indirectly wholly owned by the power district. with the result that under 
Section 201(f) of the Act the Commission was without jurisdiction. ‘Ne- 
braska. Pawtt OC 6igss avis <ns sob evntbalh 4a-nslan chien 5 FPC 

Section 201(f) of the Federal Power Act clearly exempts the United 
States and State governments, their political subdivisions, and their 
agencies and instrumentalities from the general provisions of Part II of 
the Act, as well as corporations wholly owned, directly or indirectly, by any 
one or more of fhemk)  [diasiwaikh do cml kcctes Sables coal gets eh ae tbs 

The Commission believes that the exemption provided. by Section 201 
(f) obviously discloses a Congressional intent to subject private enter- 
prise alone to regulation by the Federal Power Commission, and not to 
extend the regulation to government and its instrumentalities. Jd.._-~-- 

The word “indirectly’’ extends the exemption of Section 201(f) of the 
Act to cover corporations wholly owned by any “‘agency’’, ‘‘authority”’ 
or “instrumentality” of the United States, any State, or any political 
subdivision of a State, and unquestionably was intended to mean some- 
thing more remote and indefinite than ‘‘direct’’ ownership. It includes 
other modes of owning than by taking legal title, and taken together the 
words “directly or indirectly’ cover every character of proprietary interest. 
Congress did not intend the words “‘wholly owned’’ to include ownership 
of preferred stock, but rather the character of ownership exercised by 
holding companies in their domination of subsidiaries, notwithstanding 
the fact that large amounts of preferred stock were in hands of public. 
(Pacific Power & Light Co., 3 FPC 329 at 355; Minnesota Power & Light Co., 
3 FPC, 386. at 202-900): [iwc ciinis si tec ad ins -edoek stead wlneeds 

Congress, by using the words “wholly owned’’, had in mind the usual 
acceptation that ownership of the common capital stock denotes ownership 
of the-aerpamution. ». £65) 4 csiasd oes eat en He frnctininnmeyes 

The language of Section 10(e) of the Federal Power Act which authorizes 
exemption ‘‘to the extent’”’ that power from a State or municipal project 
“is sold to the public without profit or is used by such State or municipality 
for State or municipal purposes’ establishes two mutually exclusive 
grounds for exemption. Central Nebraska Power Co__..-.-----. 5 FPC 

The words “municipal purposes” in the second part of the exemption 
clause of Section 10(e) of the Act limit exemption to instances where 
licensee retains the power and uses it for its own purposes, precluding 
Gisposition ‘Co ethers | Adin} - ese dpnswciccy<cpucdccees ty onda sa 
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Company is a “public utility” within the meaning of the Federal Power 
Act because it owns and operates facilities subject to the jurisdiction of 
the Commission, consisting of transmission facilities which constitute 
direct integral links in the interconnected transmission system whereby 
electric energy is transmitted from the point of generation in Pennsylvania 
to points of consumption in Maryland, and are, therefore, facilities for 
the “transmission of electric energy in interstate commerce.” (Jersey 
Central Power & Light Co. v. Federal Power Commission, 319 U.S. 61.) 
Safe Harbor Water Power Corp_- _-_-.--.2--+---------------- 5 FPC 

Where company’s entire output is delivered to an interconnected 
system and sold, two-thirds to a Maryland company and one-third to a 
Pennsylvania company for resale, the principal part is transmitted in 
interstate commerce, including electric energy sold to each purchaser. 
The sales are consequently sales of electric energy at wholesale in inter- 
state commerce and some of the electric facilities owned and operated by 
company are necessarily used in accomplishing such sales. Jd___..--_-- 

Policy declaration in Section 201(a) of the Federal Power Act does not 
warrant reading into the Act an exception of licensees from the provisions 
of Part II nor is there any implied exception of licenses. Jd_...-_.-__-- 

When “public utility” within the meaning of the Federal Power Act 
disposes of all its facilities subject to the jurisdiction of the Commission 
to another ‘public utility”, which in turn will merge or consolidate facilities 
subject to the jurisdiction of the Commission with those acquired, the 
latter “public utility” to be the surviving corporation, the merger is 
subject to the provisions of Section 203 of the Act. Northwestern Electric 
Co. 2 SE 2FEORI HA AR a2BR LR SR Pesbhe id IB 5 FPC 

After careful reexamination of record in light of opinion of Supreme 
Court of United States, Commission finds it extremely doubtful that neces- 
sary finding could now properly be made that facilities at Bristol substation 
are not used in local distribution. Connecticut Light and Power 
Occ Sscsssscr dbccsascscbicttecesa cdc csdcscewsicwsstieaws 6 FPC 

Congress, however, has not forbidden utilities to terminate arrangements 
which, if continued, might subject them to Commission’s jurisdiction. 
Wo. ALCP OE 10d _ POUR DiBGie OL ipl ted Soules COUN o2 2 8 

Public interest will not be served by further proceedings as respondent, 
acting clearly within its legal rights, by cutting its last remaining connec- 
tion with out-of-state power, will become wholly intrastate subject only to 
jurisdiction of State commission. Jd_-__.-._.------ 2-222 -- esse. 

Certain facilities of both respondents are interstate ‘‘transmission facili- 
ties” of type prescribed in Section 201(b) of Federal Power Act. Electric 
energy is transmitted from Pennsylvania to Maryland and from Maryland 
to Pennsylvania and includes energy generated in each State and consumed 
outside thereof. Facilities are also used for sales by Penn Water in inter- 
state commerce for resale. Pennsylvania Water & Power Co_---- 8 FPC 

Each of Penn Water’s sales to Pennsylvania customers is a sale in inter- 
state commerce, being an operation of a unified system enterprise wholly 
interstate in character. Such sales of interstate system energy to pur- 
chasers outside the system are sales “‘in interstate commerce.”’ Cf. Safe 
Harbor -Water- Power Corp. v.- Federal. Power Commission, 124 F. 2d 
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800, 802-803, 807. Sale by Penn Water to Baltimore Co. is also in inter- 
state commerce, but all energy thus sold crosses State line. Jd_...--..- 

Contention that Commission is without authority over rate charged for 
sales to P. P. & L., Philadelphia Co. and Baltimore Co., claiming that such 
rates are joint rates over which Commission has no jurisdiction, rejected. 


Fact that Penn Water’s rates apply indivisibly to various services as well 
as to sales of energy for resale does not take them outside scope of regulation 
provided, Dy (/G0GR008... , 16ccanditiirindti histo bd cinema anaens tiie 

Penn Water and Susquehanna Transmission Co. are “public utilities’’ 
within meaning of that term as used in Part II of Federal Power Act. 


Penn Water’s sales to its Pennsylvania resale customers and its sale to 
Baltimore Co. are all sales subject to jurisdiction of Commission within 
Sections 205 and 206 of Federal Power Act. Jd_._.---.-.-----.-+----- 

Under proposed plan of operation pursuant to Section 203 of Federal 
Power Act, St. Francis Electric Generating Co. would not own or operate 
facilities subject to jurisdiction of Commission and would not become a 
‘public utility’ under Act. Application dismissed for want of jurisdiction. 
Arkansaa Wiienenss. Fannttt Clee prcindsibn sendnnintvitamene diean a= 8 FPC 

Arkansas- Missouri Power Co. owns facilities for transmission and sale at 
wholesale of electric energy in interstate commerce and is a “‘public utility” 
within meaning of that term as used in Section 203 of Act. Jd... ...-~-- 

Commission does not have jurisdiction over Company’s sale for resale 
at international boundary to town of Emerson, Manitoba, Canada, made 
pursuant to Commission authorization under Section 202(e) of Federal 
Power Aat,., Gher Tadh Patan, Cenweks reoanseomeasssradseh ar 8 FPC 

Statutory meaning of “sale at wholesale in interstate commerce”’ is not 
necessarily dependent upon whether energy is sold in course of “‘transmis- 
sion in interstate commerce” as that term is specifically defined in Section 
201(c). Pennsylvania Water & Power Co., supra, p. 1. Jd_.-.--~..---.- 

‘‘Sale at wholesale in interstate commerce” under Sections 205 and 206 
determined not to include sale and delivery at international boundary as 
Congress did not intend to provide regulation of wholesale electric rates for 
benefit of ultimate consumers in Canada, Jd_...-..--.-.------..----- 

While Section 35.20 of Commission’s rules requires rate charged in such 
a sale to be filed, filing of purported change in rate contracted for in such 
case cannot effect a change in a contract agreement, if otherwise binding. 
All other sales for resale of Otter Tail Power Co. are sales at wholesale in 
interstate commerce subject to Sections 205 and 206 of Act. Jd_._--.---- 

Commission finds that on an annual basis 60 percent of applicant’s 
energy purchased from Gulf Power Co. is energy transmitted from Alabama 
and delivered to applicant in Florida, and energy so purchased constitutes 
a major part of energy transmitted and sold by applicant. Some out-of- 
state energy applicant transmits in bulk to Cooperative, for resale in 
Florida. The sale of energy to Cooperative, being a sale in interstate com- 
merce at wholesale for resale, is beyond constitutional power of states to 
regulate and is type of sale which Congress intended to regulate by Federal 
Power Act. Florida Public Utilitses Co... .....--.....-------- 
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Commission finds that applicant’s facilities adjacent to points of inter- 
connection with Cooperative are used exclusively for jurisdictional pur- 
poses and do not come within any of prohibitions of Section 201(b) of 
Federal Power Act and applicant is consequently a “public utility”, as 
defined: iN AOs: 2a os CChCas seks. hos sabe ad teow Gl ee cere epee 

To extent that applicant uses its principal power lines for transmission 
and sale from Gulf to Cooperative, Commission finds that they are facilities 
used to transmit and sell electric energy at wholesale in interstate com- 
merce, and are not used in local distribution of energy so transmitted and 
gOS + AG LSet Bs So hsee ohn eee Ceiee bes er ee RRL, 

Where a facility is used to transmit or sell some dlestric energy at whole- 
sale in interstate commerce under the Act, and also is used in local distribu- 
tion of other energy, whether or not moving interstate, the facility is 
subject to Commission jurisdiction to extent of former use and is sufficient to 
support a finding of “public utility” status, but not so as to the latter use. 
So far as applicant’s lines are used for transmission of out-of-state 
energy in bulk to several communities for eventual local distribution 
therein, they constitute facilities for transmission of electric energy in inter- 
state commerce, and are not used in local distribution of energy so trans- 
mitted. To that extent, Commission finds them subject to its jurisdiction 
under Section 201(b) and not within any of its prohibitions. Jd______-- 

In consolidated proceeding by Commission, upon its own motion, requir- 
ing respondents to show cause why they should not be found to be “public 
utilities” under Federai Power Act, held clear that each of these unaffiliated 
companies owns and operates facilities for such transportation or sale, or 
both, which do not fall within exceptions of Section 201(b) of Act. Arizona 
Bhlfeon Gee Be Fe Os BRA Pk ECON JB Bee By BA 9 FPC 

Fact that Federal agency owns and operates facilities by which out-of- 
state energy is generated outside of and transmitted into Arizona is of no 
consequence in determining whether continued transmission and subse- 
quent sale of that energy by means of facilities owned and operated by 
others constitutes transmission in interstate commerce by such other 
persons Withitrmeaning OF At: Fas fl Ee oe OF Dee J Om aS 

Within meaning of Section 201(b) of Act, both Arizona Edison and 
Central Arizona own and operate facilities for transmission of electric 
energy in interstate commerce, and Central Arizona also owns and operates 
facilities for sale at wholesale of electric energy in interstate commerce. 
These facilities do not fall within exceptions of that section. Jd_...------ 

Both Arizona Edison and Central Arizona companies are “public 
utilities” under Section 201(e) and subject to applicable requirements of 
Act and regulations thereunder, including such requirements as Commis- 
sion may properly impose in regard to accouuting. Jd__.....__._------ 

Petition for declaratory determination that if proposed interconnection 
and purchase of energy is made petitioner will not become a “public 
utility” within meaning of Federal Power Act, dismissed, since allegations 
and showing made are insufficient to support request for such determina- 
tion. Western Light & Telephone Co__.-----...--..--.-------- 9 FPC 
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Interstate charter of energy sold by California Electric is not altered by 
fact that facilities for-transmission and sale of energy by that company are 
all located in California and that facilities used to transmit energy across 
State line are owned by others. California Electric Power Co_.-. 10 FPC 

The fact that facilities for transmission of energy across State line are 
owned and operated by parties coming within purview of Section 201(f) 
of Federal Power. Act does not affect entry of respondent’s energy in 
interstate, CONNNOROD: «1 AO cdeatuinreeo a atlas dhe Hemecincin- oomnnnaans 

Sale of electric energy by California Electric to Navy is a sale at whole- 
sale in interstate commerce within Federal Power Act which does not make 
it necessary that such. a sale be under a contract referring to resale. 
Sale of electric energy by municipality is not a municipal use of energy 
within contemplation of Section 10(e) of Federal Power Act. Jd_._------ 

Since Federal Power Act is construed as applicable to interstate whole- 
sale sales to municipalities, Section 201(d) affords no exemption from Com- 
mission jurisdiction of sales to Mineral County or Navy. Jd_....------ 

Commission finds that sales of electric energy by Wisconsin Co. to 
Upper Peninsula Co. are sales at wholesale in interstate commerce subject 
to its jurisdiction under Sections 205 and 206.of Federal Power Act. Wis- 
consin. Michiaan: Power. Cae éi + casisnesncsbecctetransedandeade 10 FPC 

Contention that sales are not in interstate commerce when out-of-state 
energy is mixed with energy of in-state origin rejected on authority of 
Otter: Tadl, Poser. Care Si 0F VC. SOhnre b Once anchpeamcdonatperadntdne cant 

Contention that interstate character of energy is at end at points where 
out-of-state energy is reduced in voltage rejected. IJd_._._....-.------- 

Contention that facilities are excluded from Commission’s jurisdiction 
as facilities used in local distribution and, hence, all sales made from 
those facilities are exempt from its jurisdiction, rejected, because jurisdic- 
tion of Commission under Part II of Federal Power Act over sales of 
electric energy is not made dependent upon nature of facilities involved in 
CN ii Estee mist pire pn tahitian allchindiieiictia a Udamiillt dae 

Sales of electric energy to Wisconsin Power and four municipalities found 
to be sales for resale in interstate commerce subject to Commission jurisdic- 
tion under Sections 205 and 206 of Act. Interstate Light and Power Co. 
(WEG) ss canes eeentcedialin thik tbadietin setters seis oii aarth acne Mee hte 10 FPC 

When electric energy is moved in interstate commerce at high voltage, 
rate jurisdiction of Commission continues, notwithstanding reduction in 
voltage and sale of such energy to municipalities after it is received within 
state of Wisconsin. J[llinois Natural Gas Co. v. Central Illinois Public 
Services Cia Sih ELD. Gis + Te iets tain eemttnimiatiacidha debits sia antnasitnateente 

Commission finds that Interstate of Wisconsin was, and Wisconsin 
Power now is, a ‘‘public utility’? subject to Commission jurisdiction under 
Part II of Federal Power Act by reason of ownership and operation of 
Wisconsin portion of lines over which electric energy is transmitted from 
Illinois for consumption in Wisconsin. Jd_...........--------..------ 

Facilities used in making deliveries to Michigan Power and municipal- 
ities, as well as sales made, by means of such facilities are not exempt as 
facilities used in local distribution within the meaning of Section 201(b) 
of Podepeb: Power. Act. .. J6..+. ncnnsd onncélanend-<-nateanbottenptestnes 
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JURISDICTION—Continued 


2. Exectric Enerey, TRANSMISSION AND SALE iN INTERSTATE 
CommeEercE—Continued 
Commission adheres to view that sales to municipalities for resale are 
within coverage of Part II of Federal Power Act. Id 
See COST, 9. Execrric Enerey. 
3. EXEMPTION. 


(a) Local Distribution. 

Transportation of natural gas across several States does not lose its 
interstate character when it reaches the State within which it is sold to 
ultimate consumers and utilized; the point at which title and custody 
pass does not affect the essential interstate movement; such transporta- 
tion is in interstate commerce until the gas reaches the local distribution 
plants where it is delivered to the consumers’ premises and is not exempt 
from the Act under section 1(b) as “local distribution.”” Hast Ohio Gas 
RRS Sari sp teetlieeymapialh 228 oye ewenchain td ie I pico earners oh gi icee acces 4 FPC 

“End use” is not valid test to determine classification of facility. 


Applicant’s contention that proposed facilities fall within exemption 
of Section 1(b) of Act since facilities are essential to their local gas dis- 
tribution business and such transportation as takes place is “merely an 
incident to use at the end” rejected (The East Ohio Gas Co., 1 FPC 586). 
Consolidated Edison Co. of New York, Inc_..-.----------------- 8 FPC 

Commission rejects theory that end use rather than functional use con- 
trols classification of proposed facilities, and adheres to view that clas- 
sification depends upon function for which facility is used. Jd_.... __-_- 

Pipelines of Indiana Gas located in rural areas are not converted into 
local distribution facilities contemplated by Natural Gas Act by occa- 
sional tap service from such lines. Greenfield Gas Co___....--.. 10 FPC 

Where pipelines will perform principally an interstate transportation 
function and only incidentally a very minor retail distribution function, 
the facilities are within the jurisdiction of the Commission under the 
Natural Gas Act, even though the company operates completely within 
the State where the gas is finally consumed. J[owa-IIllinois Gas & Electric 
cea Se Se a ee a ne ae hee a 12 FPC 

Facilities constructed to handle natural gas, which are not located wholly 
within the areas bounded by the city limits of the communities, are cross 
country lines performing primarily an interstate transportation function 
and only incidentally performing a very minor retail distribution func- 
tion. Public Service Co. of North Carolina__.........--------- 12 FPC 

Commission finds that Mid-Georgia’s facilities are operated for the 
transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and rejects contention that Mid-Georgia is 
engaged only in the local distribution of natural gas and hence exempt from 
Commission jurisdiction. Transcontinental Gas Pipe Line Corp.._ 12 FPC 

Under Section 1(c) of the Natural Gas Act, Commission is without 
jurisdiction over the rates and services of Southeastern Michigan and 
Citizens Gas Fuel upon showing that State commissions are exercising 
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regulatory jurisdiction. Panhandle Eastern Pipe Line Co-_--- 13 FPC 318, 320 


Applicant’s pipeline is a facility for “‘local distribution” of natural gas, as 
contemplated in Section 1(b) of the Natural Gas Act, even though no 
““distribution’’ to customers will be made from this link of the system, due 
to the peculiarity ofitslocation. Jowa-Illinois Gas and ElectricCo. 14 FPC 
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JURISDICTION—Continued 
3. Exemption—Continued 


(b) Production and Gathering. 

The Federal Power Commission does not have jurisdiction under the 
Natural Gas Act to regulate rates charged for sales of natural gas in inter- 
state commerce for resale by a company engaged solely in the production 
and gathering of natural gas where the sales are made as an incident to and 
immediately upon completion of such company’s production and gathering 
of natural gas, and the company is not otherwise subject to the jurisdiction 
of the Commission. Sections 1(a), 1(b), 2(6) and 4(e) construed. Held 
that suspension order issued under Section 4(e) must be vacated and 
the proceeding dismissed for want of jurisdiction. Columbian Fuel 
Corp. Jct .sulcuves. gedosloid. ic. disease. og cig 2 FPC 

A person engaged in the production and gathering of natural gas and in 
subsequent transportation, or transportation and sale, in interstate com- 
merce of natural gas for resale for ultimate public consumption is subject 
to the jurisdiction of the Commission and is not within the exemption of 
Section 1(b) of the Natural Gas Act. Commission’s opinion In the 
Matter of Columbian Fuel Corporation, ante, page 200, distinguished. 
Billings Gas Co.) ...626 a sda, Sai sn 2 FPC 

Canadian is not exempt from the Commission’s jurisdiction because 
engaged in production and gathering. The investigation of production 
and gathering property and operations is indispensable in regulating rates 
and charges for the sale of natural gas in interstate commerce for resale and 
for the transportation of natural gas in interstate commerce. Canadian 
River Gee '@esui oul be seesaw. tA opel eee i sd. 3 FPC 

Sales to pipeline companies of natural gas in interstate commerce for re- 
sale by a company admittedly a natural-gas company within the meaning 
of the Natural Gas Act, are not exempt from the jurisdiction of the Com- 
mission as sales in the “production and gathering”’ of natural gas under the 
exemption of “‘production and gathering” in Section 1(b) of the Natural 
Gas Act. Interstate Natural Gas Co____.--..-..----.-.-------- 3 FPC 

Motion filed by City of Detroit for order requiring Phillips Petroleum 
Company to be made a party to proceeding and for declaration that 
Phillips is matural-gas company subject to Commission’s jurisdiction 
denied, since question of whether Phillips is or is not a netural-gas company 
could not properly be determined in proceeding. Michigan Wisconsin 
Pige Litt Cbg 0 Sul cba cecil Ababa 6 FPC 

Natural Gas Act does not apply to sales of natural gas made by pro- 
ducing company at termini of gathering lines to distributing company for 
distribution and resale in communities situated entirely within State of 
production. Fin-Ker Oil and Gas Production Co-_...-..-....--- 6 FPC 

Commission has no jurisdiction over applicant, an independent producer 
and gatherer doing business in only one state and neither owning nor 
operating any transmission facilities of character similar to those of inter- 
state pipeline company, under circumstances which show that it does not 
transport natural gas beyond points where gathering has been completed 
but sells such gas at arm’s length to interstate pipeline company which 
subsequently transports and sells it in interstate commerce. The Com- 
mission considered itself controlled by its decision In the Matter of Colum- 
bian Fuel Corp., 2 F.P.C. 240, but distinguished its decisions in Billings 
Gas Co., et al., 2 FPC 288, and Interstate Natural Gas Co., Ine., 3 FPC 416; 
156 F. 2d 949. 
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JURISDICTION—Continued 
3. Exemption—Continued 


(b) Production and Gathering—Continued 

Natural Gas Act does not apply where person, not:otherwise subject to 
jurisdiction of Commission, is engaged in production and gathering of 
natural gas exclusive of its transportation in interstate commerce, making 
arm’s-length sales of natural gas in interstate commerce only as ineident to 
or upon completion of production or gathering. IJd..02.12.2 2-4 ---. +. 

Although sales in question are sales of natural gas for resale to interstate 
pipeline company for transmission and sale outside of State of production, 
respondent, selling company, Chicago Corporation, held not a “‘natural- 
gas company’’ within meaning of Natural Gas Act since, owning no trans- 
mission facilities, it is engaged primarily in production, gathering and 
processing of natural gas and delivery and sale of such gas within State 
of production at outlets of cycling plants or direct from wells into field 
or transmission lines owned by others. Tennessee Gas and Transmission 
Co..-2c tes qinaes sulieuid itech 2c Sues su deciatiol sad Jo-cau 6 FPC 

Applicant’s Unruh Field 18-mile pipeline is devoted solely to production 
and gathering of natural gas within meaning of Section 1(b) of Natural 
Gas Act and is, therefore, exempt from provisions of Act. The line is 
used to transport all gas taken by applicant from field:to processing plant 
of unaffiliated company by which, under contract, an equal amount of 
processed gas is returned to applicant’s transmission pipeline system. 
Kansas-Nebraska Natural Gas Co.; Inc__--...---.---++-.------ 6 FPC 

When considered independently of exemption of production and gather- 
ing in Section 1(b) of Natural Gas Act, operations of Phillips found to 
include transportation and sale for resale of natural gas in interstate com- 
merce which would cause it to be a natural-gas company. Phillips 
Petroloun Cou: co.taailaicui alco ed eu sde Jolt an -dah-2w2 10 FPC 

After review and analysis of provisions of Natural Gas Act, its history, 
Commission decisions under the Act, and relevant judicial decisions, 
Commission concludes that it has no jurisdiction over ‘transportation or 
sales made in process of production or gathering. Jdic-..-.-2-sudl-.-- 

Commission believes that Congress, by exemption of production and 
gathering, intended to deny Commission jurisdiction over business of 
producing and gathering.) : [din 2- 2.6 2.-0 ih te leelsleccisassowsede ¥ 

In construing production and gathering exemption, Supreme Court is 
thought to have left no doubt that Commission is precluded from regulating 
‘incidents connected with’ and ‘activity related to production and 
gathering.?s : Iduxc. noitelsiniv ot cocslecivulsur bs iuewet Je seeqeues a 

Commission finds it has no jurisdiction over Phillips since its relevant 
operations are found to consist of production and gathering, or incidents 
of or activities related to these functions whieh requires their inclusion 
within exemption of Section 1(b) of Natural Gas Act. Jd:_....'- witesid x 

Commission finds that movement of gas by Phillips to its processing 
plants constitutes gathering within meaning of Section 1(b) of Act. 


Movement of gas through each processing plant found to be a part of 
Phillips’ gathering business or exempt from Commission jurisdiction as 
incident of, or activity related to, its gathering process, and same con- 
clusion is reached as to lines leading from processing plant to points of 
deliveryior:bUls. [ds \2.60d cts sete de shene ded 0 8S6 SILL aha deed 
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JURISDICTION—Continued 
3. Exemption—Continued 


(b) Production and Gathering—Continued 

Commission likewise finds Phillips’ sales, as the end product of produc- 
tion and gathering, to be part of its gathering business, or at least an exempt 
Aremieheine GOON. | BR es. inte aceite dietician di ns cee 

Appropriate remedy for parties wishing Commission to find jurisdiction 
is through amendatory legislation by Congress, rather than construction 
of Natural Gas Act by administrative interpretation to bring about result 
not contemplated by Congress when it passed the Act. Jd_____--.----- 

Commission requires Northern to file application for certificate of public 
convenience and necessity authorizing construction and operation of 
facilities it has erroneously classified as ‘‘gathering facilities,’ since these 
facilities are to be used for jurisdictional transportation and sale of natural 
ir. TOMEI TUCO OO OI 11 FPC 

ales made during the course of production and gathering, or at least 
incidents of or activities related to those processes, come within the exemp- 
tion of ‘production or gathering’”’ in Section 1(b) of the Natural Gas Act. 
KGnedir Cie CR BO on ciicnamist ne inednade ann tadn 12 FPC 

Once exemption has been effected under Section 1(b) of the Natural 
Gas Act as to certain sales or operations, it is immaterial that the company 
involved is a ‘‘natural gas company” by reason of other sales or operations. 
FE ssn praises len tani ii cic cc: tem en ila ae i 
A sale of natural gas by a producer before the completion of “‘production 
and gathering’ is not exempt from regulation under the Natural Gas 
Act, by reason of the exclusionary provisions of Section 1(b) of the Act, 
where such sale is in interstate commerce. Deep South Oil Co. of 
TRING os <a cncins tbcincn'os acti gh ill ase ciy wile aie oleic iin eames Racial 14 FPC 

Sales made at or near the wellhead, prior to gathering and processing, are 
sales in interstate commerce for resale and thus subject to Commission 
Jurinciebion.., aie FeO: Fae CB sn ent care Retail hina 14 FPC 

Commission finds that applicant has facilities used for its sale of natural 
gas which are not production or gathering facilities and concludes that 
applicant renders a service to Northern by means of facilities subject to 
the jurisdiction.of the Commission. J. M. Huber Corp____----- 14 FPC 

One who makes wholesales of natural gas in interstate commerce, whether 
by pipeline company or not and whether occurring before, during or after 
transmission by an interstate pipeline company, is a “natural gas company” 
subject to jurisdiction of the Commission within meaning of Sections 1(b) 
and 2(6) of Natural Gas Act. Argo Oil Corp__....--.-------- 15 FPC 

Jurisdiction of the Commission under Natural Gas Act attaches when 
an independent producer sells produced and gathered gas to an interstate 
pipeline company for transportation to some other State or States for 
TOGRTS TRG, | Oa ot in ip 4a ete ae ehieded Patani ean ndie a 

“Production and gathering” in Section 1(b) of Natural Gas Act does not 
include the flow of natural gas through a “processing” plant, or the trans- 
portation of residue gas from the discharge end of a processing plant for 
the sole purpose of selling and delivering it at the property line of such 
plant to a pipeline company for transportation and resale in interstate 
COMTI I oe ea Se a A ee oe ee all 

Fact that production and gathering of gas must incidentally continue 
under a Commission order does not constitute a regulation of “production 
or gathering’ which would be prohibited by Section 1(b) of Natural Gas 
Act. 
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JURISDICTION—Continued 
3. Exemption—Continued 


(b) Production and Gathering—Continued 

While leases of gas lands are an essential part of production, the sale in 
interstate commerce of gas produced from leased land is not “production” 
under exemption in Section 1(b) of Natural Gas Act. Jd_.....--.---.- 

Regardless of ownership or operation, delivery facilities, the sole purpose 
of which is to effect the sale and delivery of natural gas into interstate com- 
merce for resale, are subject to jurisdiction of Commission within meaning 
of Section 7(b).6f Natural Gas Ast, 78.22.6566. 50 -oscc cc esc ce 

Failure of Commission to assert affirmatively its jurisdiction over them, 
until after the Phillips decision, does not in any way change the character 
of respondents as voluntarily existing natural-gas companies subject to all 
mrovignnns 44 NOMURLNOB BOW, 8Gis da ketilscin de dnndccngckrowspein- 

Presiding examiner finds that respondent is a natural-gas company 
within meaning of Natural Gas Act and should not terminate its contract 
with Texas Illinois without complying with Section 7(b) of the Act. 

Where applicants seek an order declaring that they are exempt from the 
Commission’s jurisdiction, the burden of proof is on them to show that 
they do not come within the purview of the Natural Gas Act. Continental 
ORT Giiti ce BEEBE § oo aan o BREE aE LON Se wbs DORR dee 15 FPC 

Under the Natural Gas Act gas in storage reservoirs occupies the same 
legal status as gas which passes directly into interstate commerce. 
To establish jurisdiction under the Natural Gas Act, it is not necessary 
to show that any particular unit of commingled gas has been transported 
in interstate commerce for resale. Jd_..---..-.-----..----.2---..---- 

The size of applicant’s operation in interstate commerce does not affect 
Fede Serene. Piba ak Seas saunel coboebe eek cece tap cutee yee 

When an independent producer knows that the buyer intends to make 
sales of gas which move in interstate commerce, the sale from the inde- 
pendent producer to the buyer is a sale in interstate commerce. 
The exclusionary provisions in Section 1(b) of Natural Gas Act do not 
exempt from the Commission’s jurisdiction the sale of natural gas made 
before the completion of “production and gathering.” Jd_.....-...._-- 

Since there is an uninterrupted flow across a State line of natural gas 
sold and delivered by Continental to United under the parties’ contracts, 
Continental’s sales are “sales in interstate commerce of natural gas for 
resale’”’ within the plain language of Section 1(b) of Natural Gas Act. 
Cont TDD ss © inSain che REG Ueehantke cade bdebs dunes 16 FPC 

Commission finds that Continental’s sales are “‘sales in interstate com- 
merce of natural gas for resale” within the meaning of Section 1(b) of the 
Natural Gas Act since the record establishes that there is an uninterrupted 
flow across a State line of some or all of the gas sold and delivered by 
Ge Nic canis kninigehmian nan nnbnaninanhubetinaremtinw ed har 

Any ‘“‘producer’’ making sales of natural gas, which enters the interstate 
pipeline of the purchaser and is transported across a State line and resold 
for ultimate public consumption, is a natural gas company subject to regu- 
lation under the Natural Gas Act, regardless of the point of delivery of the 
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JURISDICTION—Continued 
3. Exemption—Continued 


(b) Production and Gathering—Continued 
gas to the interstate pipeline company, and regardless of whether the gas 
is in its natural state or has been processed. Saturn Oil & Gas Co., 
ENG... . MED ACViico dy Li ehteacnnmaacnpedtcpaaaaenseae 16 FPC 463 
Commission has no jurisdiction over the price paid for natural gas when 
the gas is produced, transported, and consumed in the State in which pro- 
duced and is not sold in interstate commerce for resale for ultimate public 
consumption. Montana-Dakota Utilities Co.-....-.-.--------- 16 FPC 413 
Where gas is delivered from only one well through a single line extending 
directly from the wellhead to the facilities of a pipeline company, the 
single line, while it may technically be denoted a “gathering facility’, 
must also be used to transport gas in interstate commerce subject to the 
jurisdiction of the Commission. Barnes Transportation Co- - - -- 18 FPC 372 
Sale of natural gas by a producer to an interstate pipeline company for 
resale, which takes place in the wellhead, is subject to the Commission’s 
jurisdiction. Continental Oil Co__.--.-...----------------- 18 FPC 298, 529 
See CERTIFICATES, 8. Factuitizs. 
(c) Temporary Operations. 
Upon review of record, initial decision, and statement of exceptions 
thereto, Commission, by subsequent order found that (1) no authority has 
been given to exempt a company from all the provisions of Natural Gas 
Act, though, under certain conditions, Commission may, pursuant to 
Section 7(c), as amended, exempt company from requirements of that 
section by reason of ‘temporary acts or operations for which the issuance 
of a certificate will not be required in the public interest”’ and (2) present 
record does not afford a sufficient basis for making determination that 
proposed arrangement for exchange of gas is of such temporary emergency 
nature as to warrant nonexercise of jurisdiction. Commission ordered 
initial decision modified accordingly and as modified to become effective as 
decision of Commission as of date of issuance of order. Cities Service 
Cee CBr oon cecddienletc sda cass iew ae Seeeseee ee 6 FPC 279 
Present record does not afford sufficient basis for making determination 
that proposed arrangement for exchange of gas is of such a temporary 
emergency nature as to warrant non-exercise or jurisdiction. Jd_..-__-- 279 
4. Feperat Permit or Vauip Exrstine Rient-or-Way UnpDeER SECTION 
23 oF THE FepERAL Power ACT. 


The exception in Section 23(b) of the Federal Power Act of construction, 
operation, or maintenance of any project in any of the navigable waters of 
the United States under a permit or valid existing right-of-way granted prior 
to June 10, 1920, does not mean a State permit but a Federal permit 
granted before June 10, 1920. Bellows Falls Hydro-Electric Corp. 
phe cares Mie! alin dde wwe ctedso cbse Lene. ae 
Since the Niagara River is both a boundary water and a navigable 
stream, it is subject to the treaty powers as well as the commerce powers of 
the Federal government. Niagara Falls Power Co._.....-----~- 3 FPC 212 
Joint resolution of July 12, 1919 (41 Stat. 163), authorizing the issuance 
of diversionary permits, revocable at will, and licensee’s permit.from the 
Secretary of War thereunder, were terminated by the Federal Water Power 
Act when it became law June 10, 1920 (41 Stat. 1063), Jd_.._. iinet 213 
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J URISDICTION—Continued 


4. FepERAL Permit or Vauip ExisTiInc Ruicgut-or-Way UNpER 
SecTION 23 oF THE FEDERAL Power Act—Continued 


The reference in Article V of the 1910 Boundary Water, Treaty with 
Canada to ‘‘inyestments which have already been made in the construction 
of power plants on the United States side of the river under grants of 
authority from the State of New York,’’.was not a recognition and con- 
firmation by the Federal government of diversions previously made under 
State Site Me auciticn ant cheese nrianierd: abe tenants tinea ne havin 

License is not required if project is operated and maintained under and 
in accordance with the terms of a permit or valid existing right-of-way 
granted prior to June 10, 1920. Wisconsin Public Service Corp... 3 FPC 

The fact;that the new dam was to be constructed principally at the site 
of a former structure and to approximately the same height to create a 
reservoir of the same capacity as before does not relieve declarant of the 
obligation.to.obtain,s;lennee, 16465 n- es-recsenee e-ed sane tence ie 

Authority under State law does not constitute a permit or valid existing 
right-of-way granted prior to June 10, 1920, under Section 23(b). Such 
authorization must be by the Federal government. Jd_...-......,-..-- 

Despite its admittedly valid permit to occupy public lands, which will 
continue unaffected, Respondent lacks authority for its Holter Dam 
located in a‘‘navigable water’’ and is required to apply for a license under 
Part Lof the.Act. :Jfontana Power Co- .....-------6---+------ 7 FPC 

The claim of Respondent to occupy public lands of the United States for 
its Hauser development as the ‘‘ beneficial owner’’ of permits issued to its 
predecessor in interest by the Secretary of the Interior and Secretary of 
Agriculture denied, since, whatever the value of such permits, it is clear 
that they conferred a privilege personal to the permittee, assignable 
only so far as allowed by the permit itself or the regulations of the issuing 
ORE nadihen- aeapinHEE.>~-<ektithnen- te -enigeerenen~teeince “ator « 

Operations of State laws cannot, change the fundamental character of 
Federal permits, complete. control over which is vested in Federal officers 
IU III COI En wee ein bp ed ee as lel 

There is no ineonsistency between piercing the corporate veil in order 
to ascertain true costs in accounting cases and the adherence to the 
corporate entity theory in testing the validity of an alleged transfer of 
lk i hela A ck 

Respondent does not have title to the 1907 Hauser permits, nor can it 
claim “beneficial ownership” thereto. Therefore, a license is necessary 
in the case of the Hauser development because of unauthorized occupancy 
of Federal lands, independently of its unauthorized occupancy of a 
ep EMEC TG RO osc Sec ln mage teenie oe Ree ean eee 

The position of the Respondent as a trespasser is not aided by the fact 
that the Secretary of Interior sought from it and obtained annual pay- 
SRO RIED TE gs Oe a SS SD a a ea arene 

The argument of the Respondent that the 1896 statutory authorization 
for the dam conferred authority to flood public lands of the United States 
EDO BORN, SEs ok nee te a bate aa FR ha ahh oR 

The 1917 contract between Copco’s predecessor and the United States 
does not constitute authority for the continued occupancy of navigable 
waters of the United States, and licenses under the Federal Power Act 
are required. California Oregon Power Co_-_--.--------------- 
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JURISDICTION—Continued 


4. FepERAL Permit or Vatip Existinc Riest-or-Way UNDER 
SEcTION 23. 0F THE FrepEeRAL Powsr Act—Continued 


Provisions of Section 26(a) of the TVA Act do not take away from the 
Federal Power Commission its licensing authority over non-federal proj- 
ects. Aluminum Co. of America. --..- 2... 2.-- 22 2sei ee o.-- 13 FPC 

Applicant does not hold a valid existing prior right for the construction, 
operation, and maintenance of an enlarged and reconstructed Lay Devel- 
opment. Atabame' Power'Ooooiai 2 Jeuabolbe. cero. Shee - 18 FPC 

5. MERGER. 


Where status of parties before the Commission as interstate public 
utilities is disputed, Commission will not resolve dispute where matter 
at issue can be disposed of on other grounds. Broad River Power Co_1 FPC 

Under the provisions of Section 203 of the Federal Power Act, Commis- 
sion has jurisdiction over those phases of a reorganization plan which 
involve the proposed sale and lease of facilities for the sale at wholesale 
and the transmission of electric energy in interstate commerce. Section 
318 of the Federal Power Act is not applicable with respect to such phases 
of the plan, or order thereunder. Granite City Generating Co_._.._ 1 FPC 

By virtue of the provisions of Section 318 of the Federal Power Act, the 
Commission is excluded from jurisdiction under those phases of a reorgan- 
ization plan which involve (a) the issuance of securities by a proposed 
purchaser of facilities for the sale at wholesale and transmission of electric 
energy in interstate commerce and (b) the acquisition of securities and 
assumption of liabilities by the proposed lessee of such facilities where the 
Securities & Exchange Commission has issued an order permitting the 
declaration of said proposed purchaser to become effective for the issuance 
of its securities and has approved the acquisition of securities and assump- 
tion of liabilities by said proposed lessee. Jd__--.------------------ 

The Federal Power Commission has jurisdiction under Section 203 of 
the Act, of the application of a public utility under the Act to merge into 
it three other utility corporations not defined as public utilities in the Act, 
since such other corporations are ‘“‘persons’’ within the definition of the 
Act which requires approval by the Commission before merger. Public 
Ser eiek Ate OU Ce nee oe ee teavrtminen hk ereaidbames nou mes 1 FPC 

In a transaction involving the sale of facilities part of which are used for 
the transmission or sale at wholesale of electric energy in interstate com- 
merce and constitute the whole of the facilities of that character owned 
by applicant, the value of such facilities is immaterial in so far as the 
jurisdiction of the Commission is concerned. Oklahoma Gas and Electric 
CO is 0» snink cn craaeite alee nibngeieihe Rein cadena ae a ee ee 2 FPC 

The Commission’s authorization of a sale of facilities pertains only to 
facilities subject to its jurisdiction. Jd_..-.0-...-.--.-----..----.-- 

The characterization of the order which the Commission may enter as 
one “‘first secured,’’ i.e., secured prior to the disposition or merger, is plain 
and unambiguous. The clear Congressional purpose was to require sub- 
mission of the designated transactions 1o the Commission before they have 
taken place while Commission action may still be effective to prevent those 
of which it disapproves from taking place. Jd__..------------------- 
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JURISDICTION—Continued 
5. Msrcer—Continued 


Under the provisions of Sections 203 and 318 of the Federal Power Act 
and Section 9 of the Public Utility Holding Company Act of 1935, the 
absence of the vendee in the instant proceeding, under the circumstances 
here obtaining, does not render this Commission without jurisdiction to 
entertain and act upon the application hereby ‘made under Section 203 of 
the Federal Power Act for approval of the sale of certain facilities for the 
transmission of electric energy admittedly interstate in character and 
alleged to be of a value in excess of $50,000. Twin State Gas and 
POON i at eS ee ee Se 2 FPC 

The purchase of facilities by a public utility company which is a sub- 
sidiary of a registered holding company is, as such, outside the immediate 
Rrrthee oe are I pr oe oe Be ee 

The sale by such “‘public utility” of the whole of its facilities within the 
jurisdiction of the Commission is subject to the requirements of Section 
203 of the Federal Power Act for authorization of such sale by the Com- 
RI eee ee 3 FPC 

Where one of the applicants, the transferee, had applied to the Securities 
and Exchange Commission for authorization to acquire such facilities under 
the Public Utility Holding Company Act of 1935 and might be exempt 
from the requirements of Section 203 of the Federal Power Act by virtue 
of Section 318 of that Act, the Commission expressed no opinion as to 
jurisdiction as to such acquisition pending a decision by the Securities 
and Exchange Commission, but confined its consideration to the proposed 
ISI Sar nnn ne ee cea det inves oon 

Where, by a proposed merger and consolidation, each of three “‘public 
utilities” disposes of the whole of its facilities subject to the jurisdiction 
of the Commission, each such disposal is subject to the requirements of 
Section 203 for authorization by the Commission. ‘The proposed merger 
and consolidation of facilities subject to the jurisdiction of the Commission 
is also subject to the requirements of Section 203. Western Massachusetts 
TOTP I i Ee a RE rt rr 3 FPC 

A certificate of public convenience and necessity issued under the 
“grandfather” provision of Section 7(c) of the Natural Gas Act to one of 
applicants should be vacated, in view of the fact that there is no provision 
in the Act for the transfer of a certificate issued under the provisions of 
Section 7, when the facilities are acquired and operated by a parent holding 
company which applies for 2 certificate under Section 7 authorizing such 
acquisition and operation. Southern United Cas Co__.-_-------- 3 FPC 

Since applicant holding company which did not acquire the facilities of 
the subsidiaries and file a ‘‘grandfather” application covering the facilities 
and operations within the 90-day period allowed after the amendment of 
Section 7 of the Act, it is subject to the provisions of Section 7(c) prohibiting 
engaging in the transportation or sale of natural gas, subject to the jurisdic- 
tion of the Commission, or acquiring or operating any facilities therefor or 
extensions thereor, without having applied for and obtained a certifi- 
cate of public convenience and necessity therefor. The application is 
to be decided in accordance with the procedure provided in Section 7(e). 
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JURISDICTION—Continued 
5. Mercer—Continued 


Since respondent owns facilities used for the transmission and sale of 
electric energy at wholesale in interstate commerce by an affiliated com- 
pany which operates them under a lease, it is a ‘“‘publie utility’ under 
Section 201(e) of the Federal Power Act. Indiana Hydro-Electric Power 
C0..- « kein Sd ok Saw OI -Gds .cobREeO apa suE ais ed-os< 3 FPC 

By proposed acquisition of utility assets and facilities for generation and 
local distribution of electric energy, applicant, Penelec, a “public utility” 
under the Federal Power Act, held to merge or consolidate its facilities 
subject to the jurisdiction of the Commission, with facilities of Keystone, 
within the meaning and subject to the requirements of Section 203 of the 
Federal Power Act. Pennsylvania Electric Co_.............-.-. 3 FPC 

Proposed acquisition of facilities of Bradford, a ‘public utility’ under 
the Federal Power Act, by Penelec, held to constitute a merger or consolida- 
tion of the latter’s facilities subject to the jurisdiction of the Commission, 
with those of Bradford, within the meaning and subject to the require- 
ments of Section 203 of the Federal Power Act. Jd__.----.----.----- 

The proposed acquisitions having been approved by the Pennsylvania 
Public Utility Commission, are exempt from Section 9(a) of the Public 
Utility Holding Company Act of 1935, and hence are not exempt under 
Section 318 of the Federal Power Act from Section 203 of the latter Act. 
As the Pennsylvania Public Utility Commission had approved the 
acquisition, applicant is exempt from the requirements of Section 9(a) of 
the Public Utility Holding Company Act of 1935 and hence not exempt 
by Section 318 of the Federal Power Act from Section 203 of the last- 
named Att. « :A@s ansiiniiows nedb bnesaat aequsenes ob 43~d0 S06 eoiees te 

Proposed acquisition of utility assets and facilities of an unaffiliated 
utility company by applicant, Penelec, a “‘public utility” under the Federat 
Power Act, held to result in a merger or_consolidation of its facilities, sub- 
ject to the jurisdiction of the Commission, with those of the selling com- 
pany, within the meaning and subject to the requirements of Section 203 
of the Pawer Ahi: J0ds<s-o-wd-aseiiabicmues~se Bahasa bless uingi-n> 

A transaction whereby @ public utility will merge its facilities.subject to 
the jurisdiction_of the Commission with those of another company, which 
is ‘‘another person’’ within the meaning of Section 203, is subject to the 
requirement of said section that prior, authorization therefor be, obtained 
from the Commission. Virginia Electric and Power Co.i..-----. 4 FPC 

Proposed acquisition of utility assets is not exempt from the requirements 
of Section 203 by reason of Section .348.of the Act, since such acquisition, 
expressly authorized by the State Corporation Commission of Virginia, 
by the provisions of Section 9(b) of the Public Utility Holding Company 
Act of 1935, is not subject to the requirements of Section 9(a) of the latter 
Act. BA. soem Senstibecies inet nein caduerind ordinal tanita Ti Dekel oc demi tel 

The provisions of Section 203 of the Act concerning transfer of facilities 
and securities are inapplicable to transactions affecting a State, its political 
subdivisions or instrumentality of either embraced within the exemption of 
Section 201(f), even though in such transaction a public utility as defined 
in the Act disposed or proposed to dispose of facilities then subject to the 
Commission’s jurisdiction to such State, State political subdivision, or 
instrumentality. Nebraska Power Co_.....-.......-.-------.- 5 FPC 
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JURISDICTION—Continued 
5. Mproer—Continued 


When “public utility” within the meaning of the Federal Power Act 
disposes of all its facilities subject to the jurisdiction of the Commission 
to another “‘publie utility’? which in turn will merge or consolidate facilities 
subject to the jurisdiction of the Commission with those acquired, the latter 
“public utility” to be the surviving corporation, the merger is subject to 
the provisions of Section 203 of the Act. Northwestern Electric Co. '5 FPC 

Proposed lease of facilities of St. Francis to Ark-Mo will merge or con- 
solidate its facilities, subject to jurisdiction of the Commission, with 
electric facilities of St. Francis, another ‘‘person” within meaning of 
Section 203, and requires prior authorization of Commission under that 
section. Arkansas-Missouri Power Co_-...--2.-.-----------+- 8 FPC 

Commission rejects contention that “merge or consolidate’ as used in 
second clause of Section 203(a) of Federal Power Act must be construed 
to mean only transactions of a dispositive nature and as not including 
“purchase” or “acquire” where effect of such contention would be to make 
whole clause a nullity. Pennsylvania Electric Co_........------ 9 FPC 

Congress appropriately confined regulation of dispositions in first clause 
of Section 203(a) to dispositions of jurisdictional facilities, for in such dis- 
positions there are opportunities for regulatory action which can protect 
or permit integration and coordination of facilities subject to jurisdiction of 
Commission, which was a primary purpose of the legislation. Jd_._.._.. 

One of evils which Federal Power Act was enacted to remedy was to 
prevent a “public utility” from acquiring facilities which would excessively 
burden or inflate accounts of acquiring “public utility.” Jd-_.-_._.---- 

In order to give significance to breadth of term “person” in second 
clause of Section 203(a), it is necessary to read it as including some who 
own or operate only facilities other than jurisdictional facilities, and to 
construe “merge or consolidate * * * with those,” as including a merger 
or consolidation with such other facilities: Jd_......-...--.-----_.--- 

Major purpose of Congress in enacting statute and explicit definition 
of “person” is given full effect by interpreting second clause of Section 
203(a) to include all mergers or consolidations by a ‘‘public utility” with 
any electric utility operating property which might be vehicles for excessive 
capitalization or inflation of electric plant account. Jd_. .-..--------- 

The “merge or consolidate” clause of Section 203(a) should be read as 
applying to transaction in which “public utility’? acquires and merges its 
facilities subject to jurisdiction of Commission with electric utility facilities 
of other persons, even though used solely for local distribution. Jd___---- 

Although respondent public utility acquired facilities of other electric 
utilities without first obtaining Commission approval, no penalty is imposed 
as Commission orders prior to 1944 manifested some uncertainty as to 
proper construction of Section 203(a) and authoritative settlement of 
substantive question is considered of more importance to administration of 
Act than exaction of penalties. Jd 

See MERGER. 


6. Naturat Gas, TRANSMISSION AND SALE FoR RESALE IN INTERSTATE 
COMMERCE. 


That a natural-gas company transports gas “for its own account” which 
is ‘‘owned by it and purchased by it from a single vendor under private con- 
tract’”’ does not exempt the company from the Natural Gas Act as the act is 
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JURISDICTION—Continued 


6. Natura Gas, TRANSMISSION AND SALE FoR RESALE IN INTERSTATE 
ComMMERCE—Continued 


not limited in its application to companies engaged in the transportation of 
natural gas in interstate commerce as ‘‘common carriers’’ but applies to all 
engaged in the transportation of natural gas in interstate commerce. Hast 
Ohio GOR Wese So oS ROE a. See SO Ses FeO ae 1 FPC 

A corporation transporting natural gas in interstate commerce and selling 
natural gas in interstate commerce to industrial and to distributing com- 
panies for resale for ultimate public consumption is engaged in a business 
affected with a public interest and generally recognized to be ‘subject 
to regulation for the protection of the public. Mississippi River Fuel 
COB eee eee ee Ree a aes 2 FPC 

A corporation’s charter provisions are not determinative of its status for 
purposes of regulation as a natural-gas company, for the real test of the 
application of Federal regulatory power is not what a corporation is au- 
thorized to do, nor what its charter forbids it to do, but what it, in fact, 
Qbews * TQ ee Set Se a Seas een k setae cess caeuseeeenade 

The Commission will not question the legislative declaration, contained 
in Section 1 (a) of the Natural Gas Act, that the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consump- 
tion “is affected with a public interest” and that Federal regulation thereof 
‘ig necessary In the public Interests Fel 22 PS ee ae 

The Federal Power Commission will not pass upon the constitutionality 
of the Natural Gas Ac Feo seh LL eee , Ose 

The Federal Power Commission has jurisdiction over the sales of natural 
gas in interstate commerce by an interstate pipeline company to a distrib- 
uting company which uses the gas for mixing with artificial gases, and 
then resells the ‘“‘mixture of natural and artificial gas.’ Id-__-_.2------ 

Although certain activities of a “natural-gas company” as defined in 
Section 2 (6) of the Natural Gas Act’ do not involve the transportation of 
natural gas in interstate:commerce or the sale of natural gas for resale in in- 
terstate commerce, the Commission will not segregate such activities as not 
subject to its jurisdiction for purposes of reporting,” for the Commission’s 
jurisdiction over a person as a “natural-gas company” attaches to the per- 
son or the corporate entity, and compliance with the requirements of the 
Commission’s applicable orders, rules and regulations will be required of one 
having such status. Billings Gas Co_-----~------------222- 222 2 FPC 

The question of jurisdiction is one of fact and law, and as the facts are 
clear and admitted, all three companies involved are found to be engaged in 
‘the transportation of natural gas in interstate commerce” and in “the sale 
in interstate commerce of such gas for resale” and hence natural-gas com- 
panies within the meaning of the Natural Gas Act. Canadian River Gas 
C022 ocd Peta s Stet cn cdg Seen eae teat en tes seca ee eee 3 FPC 

Respondents’ contentions that their business is private and not affected 
with a public interest; that the contracts were entered into privately before 
the passage of the Natural Gas Act; that the companies have not held them- 
selves out to serve the public generally but engaged only in serving a se- 
lected number of customers, and the Natural Gas Act as here applied is un- 
constitutional, rejected, since the courts have upheld the constitutionality 
of the Act here involved against similar contentions where similar circum- 
stances existed. Jilinois Natural Gas Co. v. Central Illinois Public Service 
Co. and Illinois Commerce Commission, 314 U.S. 498, 509. Jd 
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JURISDICTION—Continued 


6. Natura, Gas, TRANSMISSION AND SALE FOR RESALE IN INTERSTATE 
ComMERCcE—Continued 


A certificate of public convenience and necessity is required by Section 
7(c) of the Natural Gas Act for the construction, installation and operation 
of a natural-gas pipeline connecting the facilities of two natural-gas com- 
panies even though one of the companies has pending before the Commis- 
sion an application for a certificate under the “grandfather’’ clause of Sec- 
tion 7(c) of the Act and the proposed facilities were claimed to be within its 
service aren... Olde Peal Gan Ce son canccscieeatcdnrd nen scene enss 3 FPC 

Applicant upon completion of construction of proposed pipeline facilities 
will become a natural-gas company because it will engage in the transporta- 
tion of natural gas moving in interstate commerce by means of such facili- 
ties, even though wholly located within the borders of Ohio, by reason of 
use for transportation of gas for 120 in Ohio, as part of a continuous flow 
from wells in Texas to applicant’s local distribution plantsin Ohio. East 


Transportation of natural gas across several States does not lose inter- 
state character when it reaches the State within which it is sold to ultimate 
consumers; the point at which title and custody pass does not affect the 
essential interstate movement; such transportation is in interstate com- 
merce until the gas reaches local distribution plants where it is delivered to 
the consumers’ premises and is not exempt from the Act under Section 1(b) 
as ‘Sesel distaie dihc nn ctoncar 4a ein een aoa 

Either transportation of natural gas in interstate commerce or sale in 
interstate commerce for resale is sufficient to make applicant a “natural-gas 
COMMON tits cdi bn beatal aed ees nore 

Section 5(b), recognizes that a company may bea “natural-gas company” 
in cases where its rates may not be subject to the Commission’s juris- 
Cisthntns: Mints dnctqotaiia<oontnensert thins aaieinaaaanene 

Applicant is not exempt from the Commission’s jurisdiction because 
it does not transport natural gas for sale for resale but only for distribution 
and sale to ultimate consumers. Jd__._....------------------------- 

The Federal Power Commission had jurisdiction of application for a 
certificate since the facilities proposed to be constructed were intended 
to be used for the transportation of natural gas in interstate commerce, 
and, upon completion, applicant would be a “natural-gas company.” 
Wieconsis Gouthern Gas Co. . nnn nine oc dd pe cecycenntshonece 4 FPC 

Since respondent’s rates for natural gas sold directly to industrial 
customers are not subject to Commission’s jurisdiction, it is necessary 
to make allocation of costs of service to segregate regulated and unregulated 
business. Mississippi River Fuel Corp.._......--------------- 4 FPC 

Company and its wholly owned subsidiary, which operate as a single 
interconnected system, under one management, producing and pur- 
chasing gas locally and from sources outside the State, commingle the 
gas in a pipeline jointly operated and resell such commingled gas to dis- 
tributing companies for resale for ultimate consumption in New York 
and Pennsylvania, are engaged in the sale in interstate commerce of 
natural gas for resale for ultimate public consumption and the interstate 
wholesale rates therefor are subject to the jurisdiction of the Commission. 
I atincte<enstir enter dbiarre st Gadbekatnctinnetumlnced 
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JURISDICTION—Continued 


6. Naturat Gas, TRANSMISSION AND SALE FOR RESALE IN INTERSTATE 
CommeErce—Continued 


A corporation which purchases in Pennsylvania natural gas originating 
n West Virginia and Texas, transports such gas into New York State, 
and there sells and delivers it to a distributing company for resale locally, 
being engaged in the transportation of natural gas in interstate commerce 
and the sale in interstate commerce of natural gas jor resale for ultimate 
public consumption, is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act and the rate charged the sole company 
customer subject to the jurisdiction of the Commission. Penn-York 
Natural’ Ges Corp... 2 ee ee ce ce 5 FPC 

Although Commission is without jurisdiction over a direct sale of 
natural gas to an industrial consumer, the Act does confer jurisdiction 
over a natural-gas company in interstate transportation or sale of natural 
gas for resale, especially to the extent necessary to enable the Commission 
to protect the adequacy of the company’s service to its customers. City 
of Detroit v. Panhandle Eastern Pipe Line Co___..---.---------- 5 FPC 

Where company owns and operates an integrated interconnected natural- 
gas transmission pipeline system through which it transports in interstate 
commerce natural gas produced in Montana and North Dakota to markets 
in Montana, North Dakota, and South Dakota for public consumption 
for industrial, commercial, and domestic purposes, it is a natural-gas 
company within the meaning of the Natural Gas Act. Mondakota Gas Co. 
v. Montene Dante’ Crates Cen oe OTE aS Seg ais 5 FPC 

Two companies which propose to construct and operate, as tenants in 
common having a 75-percent and 25-percent interest respectively, a 30- 
inch pipeline connecting at the California-Arizona State boundary ‘with 
the interstate pipeline of another company, a natural-gas company under 
the Natural Gas Act, extending 214 miles within the State of California 
for the purpose of transporting natural gas for resale to consumers locally, 
will thereby become ‘‘natural-gas companies” within the purview of the 
Act and the construction and operation of the integrated pipeline facilities 
for the transportation of natural gas in interstate commerce and the sale 
thereof in interstate commerce for resale for ultimate public consumption 
are subject to the jurisdiction of the Commission and the requirements of 
subsections (c) and (e) of Section 7 of the Act. El Paso Natural Gas 
CBee ee cee ee eee ae RT re ee 5 FPC 

The provisions of the Natural Gas Act and its legislative history, as 
well as decisions of the United States Supreme Court involving analogous 
provisions of the Interstate Commerce Act, compel the conclusion that a 
company which proposes to construct and operate, within the boundaries 
of a single state, facilities for the transportation of natural gas for consump- 
tion in a foreign country, is required to obtain a certificate of public con- 
venience and necessity pursuant to Section 7(c) of the Act. Reynosa 
Pigg RR OR bcc cocoa e Cote ree eae ee eae 5 FPC 

Section 7(c) of the Natural Gas Act applies to a person which will be a 
natural-gas company as defined in Section 2(6) of the Act upon completion 
OF 8 PEGDUsGE GUE GNUNEE. AO. oo ceot ch necc cee eee neue ee ake 

The declared policy of Section 1(a) of the Act is that Federal regulation 
of matters relating to transportation and sale of natural gas in foreign 
commerce is necessary in the public interest. 
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JURISDICTION—Continued 
6. Naturat Gas, TRANSMISSION AND SALE FOR RESALE IN INTERSTATE 


ComMERCE—Continued 





“Interstate commerce’’ as defined in Section 2(7) of the Act is deemed 
to embrace ‘foreign commerce’ because ‘‘any point outside” of a State 
includes a point in a foreign country. Jd__.-...-.-----.------------- 

The language of Section 2(7) of the Natural Gas Act “only insofar as 
such commerce takes place within the United States’ means that the 
regulation contemplated is not applicable to properties or operations 
beyond the boundaries of the United States, but applies to international 
commerce only insofar as the transportation takes place within the United 
Rintees 7 WN 2 ss ctbavadnsnsenas ewe. lew iuane Se ls ae, 

The legislative history of Section 7(c) of the Natural Gas Act discloses 
that Congress specifically intended that Section 7(c), as amended, shovld 
apply tedansian, commernes: sida code saicinse EAS eck not ebesdese 

Applicant is a ‘‘natural-gas company” within the meaning of Natural 
Gas Act since it is engaged in operation of facilities for transportation of 
natural gas in interstate commerce and sale in interstate commerce of 
natural gas for resale for ultimate public consumption for domestic, com- 
mercial and industrial uses. Central New York Power Corp_----- 5 FPC 

The fact that unmixed natural gas is, at a point in transit in interstate 
commerce, mixed with artificial gas and then further transported for sale 
for resale, does not change the interstate character of the transaction within 
the meaning: of.the, Natural Gas Act. ..Id.i.....4...<----------------- 

Respondent companies operate an integrated natural-gas system under 
common management in the States of West Virginia, Kentucky, and Ohio, 
by which gas produced or purchased in West Virginia, Kentucky, or other 
States, is transported out of the State of production or purchase and sold 
in interstate commerce for resale and, therefore, are natural-gas companies 
within the purview of the Natural Gas Act. City of Columbus, Ohio v. 
United Fiuel Bethieisc as vtin hase ntiad on GAs Sen ke eK Ee < 5 FPC 

Applicant will be a natural-gas company within meaning of Natural 
Gas Act, as amended, upon completion of construction of proposed facilities 
and operation thereof for transportation of natural gas in interstate com- 
merce and sale of gas in interstate commerce for resale, and construction 
and operation of such facilities and operation of facilities of others to be 
leased by it for purposes of such transportation and sale for ultimate 
public consumption, are subject to the jurisdiction of Commission and 
requirements of subsections (c) and (e) of Section 7 of Natural Gas Act, 
as amended. Michigan-Wisconsin Pipe Line Co._.....--------- 6 FPC 

Natural Gas Act does not apply to sales of natural gas made by producing 
company at termini of gathering lines to distributing company for distri- 
bution and resale in communities situated entirely within State of pro- 
duction. Fin-Ker Oil and Gas Production Co_....-.----------- 6 FPC 

A corporation which owns and operates, wholly within one State, 650 
miles of high-pressure, large-diameter, natural-gas transmission pipelines, 
connected with like lines of interstate natural-gas pipeline companies, and 
purchases out-of-State gas from such companies for distribution and sale 
at retail within such State, is ‘engaged in the transportation of natural 
gas in interstate commerce” and is, therefore, a “natural-gas company” 
within meaning of Natural Gas Act, notwithstanding fact that it makes no 
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JURISDICTION—Continued 


6. Naturat GAs, TRANSMISSION AND SALE FoR RESALE IN INTERSTATE 
Commerce—Continued 


sales in interstate commerce of natural gas for resale. East Ohio Gas 
Co... 26a inulin asiloic.belamaiss base dekenciuousuetl- lente 6 FPC 

Commission rejected contention (1) that company transporting natural 
gas in interstate commerce cannot be a “natural-gas company” unless it 
also makes sales in interstate commerce for resale, (2) that Congress 
intended only to regulate rates, and (3) that, within meaning of Section 1(a) 
of the Natural Gas Act, it is not engaged in “business’’ of transportation 
when it transports neither for sale for resale nor for others for hire. Cf. 
Re. The East Ohio Gas Company, G-115, 1 FPC 586, at page 591, and in 
G-458, 4 FPC 16 at: pagebhO. 10@. 2cs -coseccucsscnssauc-gl sce-suescs 

Section 1(b) of Natural Gas Act does not exempt company from regu- 
lation on ground that interstate movement of its own gas, in its own lines, 
for its own purposes of local distribution, is “other transportation” within 
meaning of that section. “Other transportation’’ means only transpor- 
tation other than “transportation of natural gas in interstate commerce.” 


East Ohio’s transmission pipelines, located wholly within one State, used 
for transportation of out-of-State gas in bulk to centers of local distribution, 
are not “facilities used for’ local distribution within meaning of Section 
1(b) of Natural Gas Act. “End use’ is not a valid test to determine the 
classifieation fia: facility... Jd_ t2ac os ess eeesd neat ah ted cen we 

Proposed facilities are for transportation of natural gas in interstate 
commerce, or sale of natural gas in interstate commerce for resale for 
ultimate public consumption, and are subject to jurisdiction of Commission 
and 1equirements of subsections (c) and (e) of Section 7 of Natural Gas 
Act. Michigan-Wisconsin Pipe Line Co_.....--.--+..-------- 8 FPC 

Colorado Interstate, which transports natural gas produced from Texas 
and Kansas gas fields into Colorado, is a natural-gas company within 
meaning of Natural Gas Act. Colorado Interstate Gas Co__._-_--- 8 FPC 

Congress did not intend to exclude from Commission’s iurisdiction gas 
which might ultimately not be resold by distributing company purchaser. 
Incidental and probable use of gas by customer at some unknown time 
after delivery at city gate not determining factor respecting Commission’s 
jurisdiction. Jurisdiction of Commission should not depend upon disposi- 
tion of gas by a purchasing local distributing company over whose facilities 
Commission may have no authority after completion of sale in interstate 
commerees. (Agi jiaiht can pciion bij tandgseseaalmadinnd dodualiplaetsnln Gad 

Commission authority is determined, under express language of Natural 
Gas Act, by whether there is a sale in interstate commerce of natural gas 
for resale for ultimate public consumption for domestic, commercial, in- 
dustrial, or any other use. Therefore, proposed change in applicability of 
Colorado Interstate’s presently effective rate schedules disallowed. 


New York facilities agreement is a transportation agreement under 
which each of applicants agrees to transport gas belonging to others for an 
annual charge, and such contract is subject to filing as a tariff by each ap- 
plicant but, as submitted, does not comply with rules relating thereto be- 
cause not complete. Consolidated Edison Co. of New York, Inc_... 8 FPC 
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JURISDICTION—Continued 


6. Naturat Gas, TRANSMISSION AND SALE FOR RESALE IN INTERSTATE 
ComMERcE—Continued 


Proposed transportation of gas originating in Texas and Louisiana 
through pipeline of Transcontinental and integrated pipeline system of 
applicants to points of delivery into their local gas distribution systems, 
presents a complete and integrated operation having all essential elements 
of interstate commerce within definition of a “natural-gas company” as set 
forth in Section 2(6) of Natural Gas Act. Jd... 22-2 --2 eu. --- 3h 

Argument that applicants will not become engaged in “‘business’”’ of 
transporting natural gas in interstate commerce, that Section 1(a) of 
Natural Gas Act jurisdiction was intended to reach only “business” of 
transporting gas in interstate commerce, and that under Section 1(b) it 
was not intended that jurisdiction attach to ‘‘any other transportation of 
natural gas” even though in interstate commerce, rejected (In the Matter 
of East Ohio Gas Co., 4 FPC 15, 20, 21). Ide i. eiL alee leet s--e 

Section 1(a) of Natural Gas Act, insofar as it makes the Act applicable 
to the business of transporting natural gas, does not impose any limitation 
on Section 1(b) of Act, and if it be assumed that jurisdiction can only 
attach to transportation of natural gas in interstate commerce as a “‘busi- 
ness’, it would not be logical to assume that transportation of proposed 
volumes of natural gas does not constitute being ““engaged”’ in transporta- 
tion asd *Snietnedel?’:| Iasi bibcc cous sd J ce bac ceed. geek Jecuiac.. 

Suggestion that de minimis interstate elements alone exist and for that 
reason jurisdiction should not be taken by Commission ignores magnitude 
of integrated project and operations proposed. Record here does 
not present situation susceptible of application of de minimis theory. 
Applicant, Montana-Dakota Utilities Co., held a “natural-gas company” 
under provisions of Natural Gas Act, but applicant; Montana-Wyoming 
Gas Pipe Line Co., is not and will not become, because of the proposed 
construction, a “natural-gas company” within meaning of the Act. 
Montana-Dakota Utilities Co......---.2-----2-2---2-- lee ee 8 FPC 

Plants operated by Allentown, Consumers, and Harrisburg will use 
natural gas in a catalytic gas cracking plant. This mixture of straight 
natural gas with catalytically produced gas is unquestionably ‘natural 
gas” within meaning of term as used in ‘Natural Gas Act. The Manufac- 
turers Light’ @ ‘Heat Coos vtceieret wiuclodel bon weeds 8 FPC 

Under Natural Gas Act, ‘sales of natural gas to affiliated companies are 
subject to jurisdiction of Commission, notwithstanding fact that such sales 
remain subject to State commission jurisdiction. (Hope Natural Gas Co. 
v. F.P2Gy 820 U8. 602) oar. 2lelcela_ at fisew eh oadtseciude_ wl 

Sale of gas by Allentown to City Gas Co. held by Commission to be a sale 
in interstate commerce for resale beyond reach of State regulation and 
clearly subject to jurisdiction of Commission. Jd_....__..-.220LL.--.- 

Transportation of natural gas through facilities to be constructed by 
Allentown, Consumers, and Harrisburg for transportation of natural gas 
from Manufacturers to catalytic plants operated by them will be interstate 
transportation and facilities will require certificate of public convenience 
and necsasttéys? IdviVerc S20 Ue Jos cieb edie td. 

Facilities connecting Manufacturers and Texas Eastern with central 
distribution center for divisions of Lancaster Co. are interstate facilities 
for which a certificate of convenience and necessity is required. 





Page 


336 


337 


338 


410 


438 


439 


439 





INDEX-~-DIGEST 


JURISDICTION—Continued 


6. Narurau Gas, TRANSMISSION AND SALE FoR RgesaLe IN INTERSTATE 
ComMERcE—Continued 


Applicant will bea ‘‘natural-gas company” within meaning of Natural 
Gas Act upon completion of proposed facilities as it will engage in trans- 
portation in interstate commerce of natural gas produced in Texas and sale 
of such gas in interstate commerce for resale in Illinois and Indiana. 
Texas Illinois Natural Gas Pipeline Co... ......--..+-.-------- 9 FPC 

Applicant is engaged in transportation and sale of natural gas for resale 
in interstate commerce subject to jurisdiction of Commission and is a 
“natural-gas company” under Natural Gas Act. Proposed facilities for 
which certificate authorization is sought will be operated as integral part of 
applicant’s natural-gas transmission system; therefore, such proposed con- 
struction, leasing, and operation of facilities are subject to provisions of 
Section 7. Mississippi River Fuel Corp__.....-.-.---.-------- 9 FPC 

The lease to applicant and operation by it of seven compressor stations, 
proposed to be financed and constructed by unaffiliated concern, not a 
natural-gas company subject to Commission jurisdiction, if approved, 
would be the source of grave accounting, rate making and other questions 
involving protection of publie interest which otherwise would be obviated 
through’ ownership by. applicant. Ids... -. - ..........<....---....... 

Commission finds there will be continuous flow of natural gas from out- 
side State of Illinois through pipelines of Lilinois companies and by opera- 
tion of such pipelines these companies will be engaged in transportation 
of natural gas in interstate commeree, even though they operate com- 
pletely within State where gas is.consumed. Texas Illinois Natural Gas 
Pipeline: @oven ox. 33.022 Laueuss olib. es-b ei upes ai fag s 4d § i0 FPC 

Cross-country pipelines which perform principally an interstate trans- 
portation function and perform only incidentally very minor distribution 
function are jurisdictional facilities within meaning of Natural Gas Act. 


Under East Ohio decision of Supreme. Court, Commission is bound to 
find function of pipeline in interstate transportation of natural gas brings 
them within ambit of its jurisdiction under Natural Gas Act. IJd_--....- 

In order to relieve companies of needless burdens caused by dual control 
as to certificates and accounting matters, Commission favors legislation to 
exempt stub line” transportation of natural gas in interstate commerce 
from F.P.C. jurisdiction, where such operations are fully subject to State 


commission guriediotion. +: Tdiic iis ic alae sinters ai odwass ane se-s-ondee 


When considered independently, of exemption of produation and gather- 
ing in Section 1(b) of Natural Gas Act, operations of Phillips found to 
include transportation and sale for resale of natural gas in interstate 
commerce which would cause it to be a natural-gas company.” Phillips 
Petroleum Oeics cvsissiciuse J -tuadtixne agliews. «xt ony aaiwses dunes 10 FPC 

Reduction in pressure made by interstate pipeline supplier at point of 
delivery to Indiana Gas is not, final act preparing the natural gas for 
ultimate public consumption and interstate transportation character of 
the gas is not altered thereby. Greenfield Gas Co., Incz..--—--- 10 FPC 

Legislative history of prior proposal, for Federal regulation of natural 
gas indicates that scope of Act in its present form was intended to include 
separate categories of (1) transportation of gas in interstate commerce, 
and (2): eale of. gas for: resales) Jd, 1/..— 2. esse - cud deibe iene ond -senens 
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230 INDEX-DIGEST 


JURISDICTION—Continued 


6. Naturat Gas, TRANSMISSION AND SALE FOR RESALE IN INTERSTATE 
CommeErce—Continued 


The “gap” existing between State and Federal regulation to which 
Natural Gas Act was directed was intended to apply to both rates and 
transportation: “Fal. fs Qe os bee LET JOC ata ead 

Pipelines of Indiana Gas located in rural areas are not converted into 
local distribution facilities contemplated by Natural Gas Act, by oecasional 
tap service from such lines: ‘Fa 22 ous Juve let biel sb be eeue a ee 

Pipeline facilities of Indiana Gas found to be used for transportation of 
natural gas in interstate commerce as contemplated by Natural Gas Act 
up to points where pressure is reduced for utilization by intermediate or 
distribution systems served therefrom. Jd__.__-__--.-_-.------------ 

Jurisdiction over certificating of proposed new looping lateral pipeline 
cannot be disclaimed under Natural Gas Act. Jowa-Illinois Gas & 
Electrio: Ooo 2 MSP 25202 URAL. Soa busb.uusigg 10 FPC 

Jurisdiction over “transportation of natural gas in interstate commerce” 
includes authority to determine whether utilization of replacement or new 
facilities to make direct industrial sales may impair ability of natural gas 
company to continue adequate service to its customers: Ohio Fuel Gas 
OG>.. .. eocccwccccece Sgdcs ea ame oe aged tp = ACU -¢s gL ikb PPC 

Public consumption includes consumption which is limited to a small 
group, and it is not precluded from being public consumption’’ merely 
because all members of community are not served. IJd.__-..-.-------- 

Commission holds that sales by Ohio Fuel to National Fireproofing are 
sales of natural gas in interstate commerce for resale for ultimate public 
consumption and Ohio Fuel is required to file executed service agreement 
for such Bas: °FOs2522 58 SO a at SU Je aig. votes 2 

A sale of natural gas by a natural-gas company to a distributing utility 
which consumes such gas in its own electric plant is not a “sale for resale” 
subject to the jurisdiction of the Commission under Section 1(b) of the 
Natural Gas Act. City of Hastings, Nebraska... 1.-..-.--.--- 12 FPC, 

Natural gas sold in interstate commerce for industrial purposes is subject 
to the Commission’s rate jurisdiction when it is commingled with natural 
gas sold in interstate commerce for resale. However, where the parties 
agree by contract to establish separate rates for separate sales, the sale for 
industrial purposes becomes nonjurisdictional. \“Jd_.12.....---.----.--- 

The proposed sale of ethane and the hydrocarbon gases heavier than 
ethane, while in the gas stream, is not a sale of natural gas.as defined in the 
Natural Gas Act. Panhandle Eastern Pipe Line Co...._.----- 12 FPC 

Transportation and service in interstate commerce involved in the 
making of a direct sale by a natural-gas company is subject to Commis- 
sion’s jufisaietion. Paolo) acbovsee. end Laue blues 13 FPC 

In transporting and serving gas to Mueller without Commission author- 
ization, Panhandle’s action, before and after the passage of Section 1(c) 
of the Act, is unlawful and in violation of the Natural Gas Act. Jd..__-._-- 

Casinghead gas is natural gas within the definition of the same in the 
Natural Gas Act. Deep South Oil Co of Teras_:--..- 2220-022 14 FPC 

The processing of natural gas at a point’ between the wells and a State 
line doés not interrupt the ‘continuous movement of ‘the gas in-interstate 
commends6.’*'F@i22 UV P221 UG Pea Jo op segedert 22 - 10 AVtmsiso. 5 

Commission has jurisdiction, even if only a portion’of the gas from 
petitioners’ wells crosses the State line as an integral part of a commingled 
mass. 
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INDEX-DIGEST 


JURISDICTION—Continued 


6. NaturRAL Gas, TRANSMISSION AND SALE FOR RESALE IN INTERSTATE 
CommERce—Continued 


Fact that petitioners had no control over the gas after it was sold to 
the gatherers or processors, and that they may have been indifferent as 
to whether any of the gas moved in interstate commerce, is not controlling 
on the question of whether their sales are in interstate commerce. 


The status of a natural-gas shipment as interstate or intrastate in no way 
depends upon the intention of the producer, since the facts surrounding the 
shipment and not the intent are conclusive. Jd__.____.--.--__-------- 

Commission finding as to jurisdiction is not affected by the fact that 
the gas was sold by the petitioners to an intermediary which, in turn, 
resold the gas in interstate commerce. Jd_ __--_- RO 8 ae SIS 

An exchange by two companies of natural gas at wellhead connections 
constitutes a sale subject to the provisions of the Natural Gas Act, for 
which a certificate is required. Pacific Northwest Pipeline Corp_. 14 FPC 

The movement of natural gas across a State line by means of a pipeline 
connection between two separate and independent gas distribution systems 
owned by the same company constitutes “‘transportation of natural gas in 
interstate commerce” and thus is subject to the Commission’s jurisdiction. 
lowa-lilinois Gas add Bare Coon. oo Fo Se eee 14 FPC 

The proposed sale by Mondakota is not a sale for resale and therefore 
is not subject to the certificate provisions of the Natural Gas Act. Montana- 
Deheta TRUE CO: . Ge scnn cao gadeetdcandcenateeseeete sled 14 FPC 

Commission concludes that Texas Gas’ movement of gas to the points 
of delivery to Texas Eastern constitutes transportation in “interstate 
commerce” under Section 2 (7) of the Natural Gas Act. Texas Gas 
Capps csicccewesdacslecicc sl cacsl as enkbeaeweusebeneee - 18 FPC 

7. Puspitic LANDS oF THE UnNiTep States, 


The rule is well settled that although the words ‘‘public lands” in the 
legislation of Congress are generally used to designate lands subject to sale 
or other disposal under general laws but not such as are reserved by com- 
petent authority for other purposes, the words may possess a different 
meaning if the language of the particular statute clearly indicates it. 
Northern Pacific Railway Co. v. Harris, 215 U.S. 386 cited. Pigeon 
FeO?’ TIE Es vs bo ire stn teteteceiceme edie cian ieenine a eae 1 FPC 

In determining whether or not tribal Indian lands are ‘‘public lands of 
the United States’? within the meaning of the Shipstead-Nolan Act (46 
Stat. 1020), the language of the statute controls. Jd___-._...__------- 

Tribal Indian lands having already been removed from those other public 
lands of the United States which are open to entry for appropriations, and 
having been reserved for the use of the Indians are not within the character 
of “‘public land of the United States’’ contemplated by the first section of 
the Stiineheat- Taken Bet. : Ft oo ee 

While Pit 5 will be located on lands owned by the declarant, its greatest 
value for power purposes will be dependent upon the two upstream projects 
for regulation of the stream flow. Declarant’s license for these latter proj- 
ects is predicated upon occupancy of lands of the United States. Declarant 
will thus derive an additional beneficial use from its occupancy of lands of 
the United States, and Pit 5 consequently will affect lands of the United 
States. In principle, there will be pro tanto occupancy of such Government 
lands by the Pit 5 project. Pacific Gas and Electric Co___-_-_-.--- 2 FPC 
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232 INDEX-DIGEST 


JURISDICTION—Continued 
7. Pusuic Lanps or THE Unitep Srares—Continued 
The issue respecting public lands is properly raised in this proceeding 
and the record makes it clear not only that the issue is present, but also 
that Respondent was afforded ample time and full opportunity to meet 
that ions. 1: ORIG FEE Ce or me atrinsaieat tere snacateen 7 FPC 
The Respondent has occupied public lands of the United States, which 
are flooded by Hebgen reservoir and an additional area occupied as a 
“camp site’, contrary to the provisions of Section 23(b) of the Act, since 
1934. Such occupancy can be authorized by license. Jd__-_ ~~ ecsiee a ee 
All nine developments under consideration are subject to licensing by 
reason of unauthorized occupancy of a “navigable water’ or public lands, 
Oe IE, AE rk: atthe arcidtinsiniellin? <ieldie she nba e dk ond dean a oa 
There being no evidence indicating Kern River is navigable water of 
United States or that operation and maintenance of project affects interest 
of interstate or foreign commerce, Commission jurisdiction is based on 
occupancy by project of lands of United States reserved for national forest 
purposes in 1893. Southern California Edison Co__.-..--------- 8 FPC 
Private agreement to divert all water from stream, even though lower 
irrigators might be benefited by diversion, is not binding against United 
SN A i Rhnainecicbe seca S sneak cemsibacicl eas leatale Arteta tia ed tha a iia a Si a 
Act of 1866 (43 U.S.C. 661) and subsequent right-of-way acts of Congress 
respecting use of waters upon public lands merely granted to individuals 
rights to use such waters upon putting waters to use in accordance with 
local customs, laws, and decisions of local courts and did not constitute a 
surrender of all rights of United States to use such water. Jd____.------ 
Law and decisions of California reject Company’s claim that United 
States irrevocably divested itself of all water rights in streams on public 
lands by passage of acts of 1866 (43 U.S.C. 661) and 1877 (43 U.S.C. 
Ns i a a ch a ie co aa ak Bea is 
Congress had authority, under plenary powers over public domain, to 
withdraw consent, given by acts of 1866 and 1877, to acquisition under 
State law of water rights in Kern River and did withdraw consent by reser- 
vation of lands in 1893 for forest purposes, subject to prior vested rights in 
SRD Wc NOs 3 cote mo spo cee nan she tee ee sete ede 
Acts of 1866 and 1877 have no application to lands or waters within a 
forest reservation. Consequently, applicant could have acquired no water 
rights by either act by compliance with State appropriative statute, 7 years 
after lands were reserved for forest purposes. Jd_--_-_.--_----------_-- 
Company acquired no appropriative water rights pursuant to act of 
Congress of June 4, 1897 (16 U.S.C. 481). Jd_-__--_----.------.----2- 
Having failed to acquire or extinguish riparian rights of United States 
in any manner permitted by law, applicant cannot now successfully assert 
that its appropriate rights dre superior. Jd__-.-____-.---_-22.-.------ 
Contract between Company and lower riparian owners has no effect on 
presently existing riparian rights of United States in waters of Kern River, 
although contract may have conferred rights as between parties to in- 
Cs. 5 Ott ror etka Se henson tae oo keel ae ate tee 
Contention that Commission has no authority to regulate use of waters 
of nonnavigable streams on public lands and that other statutes show in- 
tention of Congress to separate control of public and reserved lands from 
control over waters thereon, overlooks ‘purpose of Federal Power Act. 
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INDEX-DIGEST 


JURISDICTION—Continued 
7. Postrc Lanps or tHe Untrep Srares—Continued 


Section 27 of Federal Power Act does rot protect vested rights on waters 
appropriated for generation of electric power. First Iowa Hydro-Electric 
Cooperative v. Federal Power Commission. Id...---------------------- 

See COST, 26. Water Ricuts; LICENSE, 19. Starz Warer Rigas 
Law. 


8. RatTsEs. 


Section 5(b) of the Natural Gas Act authorizes the Commission upon 
its own motion to investigate and determine the cost of transportation of 
natural gas by a natural-gas company in cases where the Commission has 
no authority to establish a rate governing the transportation and sale of such 
natural gas. The provisions of the Act do not require the Commission to 
hold a hearing prior to the institution of such an investigation and no right 
of a natural-gas company is violated by the absence of such a hearing. 
Bast O66 GRE CG it <srettarrnn si tee vreybicpeiopin tear high Saji agian ieesal 1, FPC 

It is not necessary, under Seetion 205(a) of the Federal, Power Act, that 
the Commission have regulatory authority over both parties as a pre- 
requisite to the exercise of the Commission’s,jurisdiction,to pass upon the 
reasonableness and lawfulness of the rate provisions of the contract be- 
tween the City of Los Angeles and the defendant, a public utility under the 
Act, in the instant case. City of Los Angeles vy. The Nevada-California 
TRANS CORB 5 ost nen wee i eae 2 FPC 

The authority of a Federal regulatory agency, in the exercise of the 
rate-making power vested in it by Congress, to modify a rate contract 
between a State or municipality and a public utility has been settled beyond 
question, 1s 3 <p eras aweret kanneere seals sabe eubeahaieniae fs 

That the defendant company does not have a correlative right before the 
Commission io complain that the rates charged complainant are too low, 
results in no injustice or hardship to the defendant company, for under 
Section 205(e) the defendant, as a “public utility”, may file proposed 
changes in its filed rates and charges. Jd_._-~--- ia ea aia 

The Commission has jurisdiction over rates and charges for the trans- 
mission or sale of electric energy, eyen though no electricity has been and 
actually may never be, transmitted under the rate schedule. Jd_......-- 

In determining the Commission’s authority over interstate rates for sales 
of electric energy at wholesale to municipalities, all the provisions of the 
Federal Power Act will be examined to ascertain the Congressional inten- 
Yin.” Clg Pema r IN Cen ie a no rire iret San din waka 2 FPC 

Since, under Section 306, a municipality may file a complaint against a 
public utility, and the most serious, if not the only real complaint a 
municipality could have against a public utility would involve the, rates 
charged it for electric energy at wholesale, it is most. persuasive that Con- 
gress intended that the Commission should have jurisdiction over.sueh 
whobesnle Pa0ON.. Tae. s nse otineciterelerre-veesiGersherisi<bien esadh ehodoe 

The Commission has jurisdiction under Sections 205(b) and 206(a) of 
the Federal Power-Act to institute a proceeding on its own motion to deter- 
mine whether rates charged a municipality, by a public utility under the 
Federal Power Act for wholesale electric energy are unduly preferential 
Ol CII TUE. co lAn ss etecercaiincnes apiece inde eaedioesdaanl hte ae 

The rates under consideration are not immune from regulation under 
the Natural Gas Act because they are contained in contracts entered into 
before the Act became law. Mississippi River Fuel Corp__------ 2 FPC 
512-874-6717 
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234 INDEX-DIGEST 


JURISDICTION—Continued 
8. Rates—Continued 


The Federal Power Commission, under Section 20 of the Federal Power 
Act, has exclusive jurisdiction over the contract rate for the sale by a 
licensee of electric energy at wholesale in interstate commerce. Safe 
Harbor Water, Powsr Gor ty.n< 5 it - obs hsb em cee essh cnsen- 2 FPC 

The Circuit Court of Appeals for the Third Circuit set aside Commis- 
sion’s previous rate reduction order addressed to licensee (Safe Harbor 
Water Power Corp. v. Federal Power Commission, 124 F. (2d) 800, 808, 
certiorari den., Federal Power Commission v. Safe Harbor Water Power 
Corp., 316 U.S. 633), on the ground that the Commission was without 
jurisdiction under Part I of the Federal Power Act in the absence of a 
finding by the Commission that the States (Pennsylvania and Maryland) 
are unable to agree through their properly constituted authorities on the 
rates or charges'of the licensee. Id. 52222 ee 5 FPC 

The policy declaration in Section 201(a) of the Federal Power Act does 
not warrant reading into the Act an exception of licensees from the pro- 
visions of Part IT nor is there any implied exception of licensees. Jd_-__--___ 

If Section 20 could be interpreted to authorize regulation by interstate 
compact of rates of a licensee for interstate wholesale sales regulable as 
wholesale interstate rates of a “public utility’”’ under Part II of the Act, 
it would be to that extent repealed by implication by the enactment of 
Part II in 1935, but there is no such conflict and the doctrine of repeal by 
inpeeenenear as mie Wb we weetees “8 5 6 os on en cena vowe seen 

Where licensed project power entered into interstate commerce, the 
Commission had authority to regulate the rates therefor under Section 20 
of the Act because the States could not provide commissions with authority 
to regulate interstate rates under Public Utilities Commission v. Attleboro 
ST, Tee WEL TRO OC ORs BO st etek aden cielo ancaseen 

The Commission concluded that it had jurisdiction over the rates charged 
by Safe Harbor, not only under Sections 205 and 206 of the Federal Power 
Act, but also under Section 20, either on the basis of its finding that the 
States were unable to agree, or independently thereof. Jd_......_-.---- 

Safe Harbor’s contention that it cannot be regulated under any provi- 
sions other than those in Section 20 of the Federal Power Act because its 
license is a contract and allegedly the effect of Section 28 is to protect the 
license from alteration by Congress without consent of the licensee, over- 
Ws Dee see eb free etee ee eaekente nenceerititenas sateen awe 

Inasmuch as there is no affiliation at present time, and inquiry into 
reasonableness of rates of selling company must be founded upon jurisdic- 
tional determination of its status as a “natural-gas company” under 
Natural Gas Act based upon its present operations. Tennessee Gas and 
TCI ac en ee er ee tee ire oan 6 FPC 

Rate investigation terminated as to respondent, Chicago Corporation, 
Sake GS eS oe ante ee nas faeces acces. 

Commission has full jurisdiction and authority to amend, alter or modify 
any contract relating to natural-gas company’s obligations under the 
Natural Gas Act when such action becomes necéssary to assure compliance 
with provisions of Act. Natural Gas Act, Segtions 4(b) and 5(a). Pan- 
handle Hee Pane UAE CO... gabe ec cd gowns o4acsccenstenes 6 FPC 

Authority of Commission to prescribe emergency rules and regulations 
as classifications, rules, regulations or practices, in connection with rate 
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INDEX-DIGEST 


JURISDICTION—Continued 


8. Ra tes—Continued 


schedule, to prevent discrimination under Section 5(a) of Natural Gas 
Act, fully sustained by decision of Supreme Court in Interstate Commerce 
Commission v. Illinois Central Railroad Co., 215 U.S. 452, where analogous 
authority of Interstate Commerce Commission was brought into question. 


Commission has authority to amend, alter or change rate schedule 
provisions providing for delivery of specified quantities of gas embodied 
in contracts between parties since such contracts, even though entered into 
prior to enactment of Natural Gas Act, are clearly subject to provisions of 
Act and Commission regulations in public interest. (Union Dry Goods 
Co. v. Georgia Public Service Corp., 248 U.S. 372; Producers Transp. Co. v. 
Railroad Commission, 251 U.S. 228.) Id__-.------------------------- 

Commission has authority, in case of shortage, to provide for reasonable 
charges to secure compensation for volumes of overrun gas taken by utility 
and to protect delivery capacity of pipeline system by providing a deterrent 
against taking undue excess quantities of gas (Cf. Turner Lumber Co. v. 
C. M. & St. P. Ry. Co., 271 U.S. 259), but this method of enforcement 
would appear to be eliminated since it would involve increase in rate and, 
under Section 5(a) of Natural Gas Act, Commission is prevented from 
ordering any increase in rates in absence of filing of new schedule providing 






Page 


Fur SOAs TR. Fao ast ee he Se bres tare OR eee 215-216 


Argument that a “licensee” cannot be a ‘‘public utility’”’ under Part II, 
and that its wholesale rate may be regulated by Commission, if at all, 
only under Part I, rejected on authority of Safe Harbor Water Power Corp., 
5 FPC 221. Pennsylvania Water & Power Co___._------------- 8 FPC 

Finding that the States are unable to agree is not necessary condi- 
tion precedent to Commission’s authority under Section 20, for rates 
here in question, being interstate wholesale rates held beyond regulatory 
power of States in Attleboro case (273 U.S. 83-93), condition of Section 
SD Ca er I, Biv aka endnote cone eae eee 

Each of sales for resale in States of Minnesota, North Dakota and 
South Dakota, under Pennsylvania Water & Power Co., supra, p. 1, is a 
sale at wholesale in interstate commerce under Federal Power Act, subject 
to provisions of Sections 205 and 206 of Act. Otter Tail Power Co_. 8 FPC 

Commission must consider reasonableness of common-carrier rates 
when company holding right-of-way under Leasing Act of 1920 has been 
ordered by Secretary of Interior to file such rates with Commission. San 
SF gnth: POE Ola pn osc cad b + Cana gee aes, dene tae ee ee 9 FPC 

Commission finds that it has jurisdiction under both Parts I and II of 
Federal Power Act to regulate rates charged by California Electric to 
Mineral County and Navy. California Electric Power Co__----- 10 FPC 

Jurisdiction of Commission under Part I of Federal Power Act attaches 
to every wholesale rate in interstate commerce charged by a licensee, ir- 
respective of purchaser, unless regulated under jointly exercised authority 
of two or more States within Section 20 of Act. Jd_..._._____.-------- 

Commission’s jurisdiction over interstate wholesale rates under Section 
20 does not require a finding that States are unable to agree on rates. 
(Safe Harbor Water Power Corp., 5 FPC 231). 
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JURISDICTION—Continued 


8. Rates—Continued 


Since Commission finds wholesale sales of electric energy to be in inter- 
state commerce and subject to its jurisdiction under Part II of Federal 
Power Act, the power likewise enters into interstate commerce within 
meaning of Section 20 and such sales by “licensee” become subject to 
Commission jurisdiction under Part I of Act. Wisconsin Michigan Power 
Cintas deceit amin enh Bde ck akin Geka waa ite des dee 10 FPC 

Commission jurisdiction under Section 20 of Federal Power Act is not 
dependent upon its finding that States are unable to agree on 

Sales to municipalities are not excluded from Commission jurisdiction 
under Section 20 of Federal Power Act. Id... ..- .---------.---2- 2. 

Section 19 of the Federal Power Act gives Commission jurisdiction over 
such contracts as sale to ALCOA where electric company not only makes 
sales to other industrials but also sells energy to another electric company 
for sale to residential consumers. Niagara Mohawk Power Corp. 11 FPC 

Public utility cannot by contract place its rates beyond reach of regula- 
tion by public authority. Pacific Gas and Electric Co_-..------ 13 FPC 

See DISCRIMINATION; RATES. 

9. State Law. 


Where prospective transferee has not made satisfactory showing as 
required by Section 9(b) of the Act of compliance with State law requiring 
State commission approval of the acquisition of the project properties, 
which approval is necessary to enable it to hold said license and maintain 
and operate the project, the Commission cannot give its approval to the 
transfer of the license or of the rights granted thereunder in accordance with 
Section 8 of said Act. Broad River Power Co_....----.-------- 1 FPC 

Provisions of the Federal Power Act prohibit issuance of a license for a 
hydroelectric project until the applicant has submitted satisfactory evidence 
of compliance with the statutory laws of the State in which the proposed 
project is to be located. Gasconade River Power Co_.....---.--- 1 FPC 

The right of a state to control streams within its boundaries and a state’s 
interest in the exercise of property and franchise rights, vested under its 
laws, must yield to an act of Congress for the licensing of a project affecting 
the interests of interstate or foreign commerce, irrespective of whether that 
project is located within or outside the state in which the navigable part of 
the stream is located, but Congress has, by section 9(b) of the Federal 
Power Act, required compliance with certain state laws by each applicant 
for the license. Carolina Aluminum Co_...------.-----+----- 1 FPC 

Since the requirement of a license for a project affecting the interests of 
interstate commerce is imposed by statute, the Commission is without 
power to waive the license requirement upon the request of a state. 


The fact that a State commission has issued a certificate of convenience 
and necessity authorizing the extension of natural-gas service into a portion 
of the territory under consideration confirms a conclusion that natural-gas 
service therein will serve the convenience and necessity of the consuming 
public in that area. Kansas Pipe Line & Gas Co__...-----...--- 2 FPC 

Neither the respondent’s action in submitting its agreements with 
distributing companies for filing with two State commissions, nor the 
State commission’s acceptance of the agreements for filing, govern the 
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JURISDICTION—Continued 
9. Srare Law—Continued 


question of jurisdiction of the Federal Power Commission. Chicago 
Districk Foacktse Gener OEnd CAC «acim inpre nace cenh-ande<hencie 2 FPC 
Regulation by a State regulatory commission of respondent does not 
free it from regulation under the Federal Power Act. Connecticut Light 
OTE FE ih his cit ean wit inenamn dees 3 FPC 
Hearings held concurrently before the Commission trial examiner and a 
Commissioner of the New York Public Service Commission, not a joint 
hearing, do not preclude independent action by each Commission. Godfrey 
Tel CE, I sn snitit in teacetaae Racial calehccie lacs nch cn taliaia gta a ciara tee ceca 3 FPC 
Authority under Chapter 12 of Wisconsin Laws of 1887 does not consti- 
tute a permit or valid existing right-of-way granted prior to June 10, 1920, 
under Section 23(b). Such authorization granted prior to June 10, 
1920, must be by the Federal government. Wisconsin Public Service 
CONS eiits SiieciiniinteArascanadaseiiesbiadiatiia aiiadie ice tea re eee 3 FPC 
Application for license for hydroelectric power development on the 
Cedar River in Muscatine and Cedar Counties, Iowa, and extending to 
the Mississippi River north of Muscatine, dismissed without prejudice for 
failure to comply with the requirements of Section 9(b) of the Federal 
Power Act which provides for the submission to the Commission of satis- 
factory evidence showing that applicant has complied with the laws of the 
State within which the project is to be located with respect to bed and 
banks and to the appropriation, diversion, and use of water for power 
purposes, in that applicant had not obtained the approval of the State 
Executive Council of lowa under Sections 7767 and 7771, Chapter 363, of 
the Iowa Code. First Iowa Hydro-Electric Corp._....--..----- 4 FPC 
The appropriate place for a determination of the validity of a State 
statute which applicant contends it need not comply with because invalid 
as representing an undue interference by a State with the exercise of 
Federal authority over navigable waters of the United States is in the 
ORRIN Bills snatches nied Wc i SacI ces Rall ted 
The Commission will not undertake to pass upon matter of State law 
involving a question of construction of recently enacted provisions of 
Wisconsin Public Utilities Act which have not yet been passed upon by 
the State courts. Wisconsin Southern Gas Co_.-.....-------.-- 4 FPC 
Application for order directing the extension and physical interconnec- 
tion of facilities pursuant to Section 7(a) of the Natural Gas Act dismissed 
since Commission was unable to find action ‘‘necessary or desirable in the 
public interest,” as applicant had not applied for or secured necessary 
approval from either State commission or largest municipality served for 
substitution of natural for manufactured gas as required by State statute 
passed subsequent to the original grant by the State commission or author- 
ity for the proposed pipeline construction, especially since Commission 
cannot compel local distribution of natural gas. IJd__._----.----.---.- 
Though due consideration was given throughout the proceeding to the 
views and conclusions of the Montana Commission, sitting in concurrent 
joint hearing, regarding the problems involved and the evidence pre- 
sented, the Commission must recognize its responsibility and obligation 
under the Federai Power Act to arrive at its own independent conclusions 
in accordance with its own best judgment concerning the facts of record. 
LOUDON TOOT CB on oa on sans ose» wisn tart Risin Rain eck ahi ian 
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JURISDICTION—Continued 
9. Stare Law—Continued 


Order directing an interstate pipeline company, a natural-gas company 
under the Natural Gas Act, to extend its natural-gas transportation 
facilities to establish physical connection of such facilities with proposed 
facilities:of applieant at. Illinois-Wisconsin State line and sell natural.gas 
to applicant, a natural-gas company under the Natural Gas Act, issued 
on rehearing, pursuant to Section 7(a) of the Act, it appearing that appli- 
cant, engaged in the manufacture and distribution of gas and seeking to 
substitute natural gas for the manufactured gas presently served its con- 
sumers in the State of Wisconsin, has obtained both local and State author- 
ization to make the proposed substitution, there being no undue burden 
upon the connecting company nor impairment of its ability to render 
adequate service to its customers. Wisconsin Southern Gas Co... 4 FPC 

The Commission may find that States directly concerned are unable to 
agree with meaning of Section 20 from facts disclosed by record, including 
State commission’s request that this Commission proceed to determine 
reasonable rates to be charged by licensee. Safe Harbor Water Power 
Ce ee ee ee ee ne ee eer ee EEE ee oe 5 FPC 

Since purpose of Congress was to assure effective regulation of rates of 
licensee, if rates continue too high, inaction by the States involved, after 
reasonable opportunity, may show that.they are unable to agree as.certainly 
on formal annowbebiny OF THCb). 18 ooo eo oe on de coc seca pe nnnonse 

The saving clause in Section 201(b) that the provisions of Part II shall 
not deprive a State or State commission of its lawful authority now ex- 
ercised over the exportation of hydroelectric energy which is transmitted 
across a State line, has reference to certain existing State statutes which 
purported to prohibit or restrict the exportation of hydroelectric energy. 
Where licensed project power entered into interstate commerce, the 
Commission had authority to regulate the rates therefor under Section 
20 of the Act because the States could not provide commissions with author- 
ity to regulate interstate rates under Public Utilities Commission v. Alttle- 
boro: Btenw' &*Faeitte Co.; 278° UB: 88: Tse ou. nn in cnncgce casecnse- 

Congress in 1935 if it believed that it had, in 1920, permitted the States, 
to regulate interstate wholesale rates of licensees, would have repealed or 
amended Section 20 so as to avoid conflict with the Commission’s jurisdic- 
tion to regulate interstate wholesale rates under Part II. Jd____------- 

Since the rates here in question are interstate wholesale rates beyond 
the regulatory power of the States, the condition of Section 20 of the Federal 
Power Act is inapplicable, and the Commission’s jurisdiction is not de- 
pendent upon a finding that the States are unable to agree. Jd__.------ 

The Commission concluded that it had jurisdiction over the rates 
charged. by Safe Harbor not only under Sections 205 and 206 of the Federal 
Power Act, but also under Section 20, either on the basis of its finding 
that the States were unable to agree, or independently thereof. Jd_....--- 

Commission found it would not be in public interest to deny issuance of 
certificate by reason of failure of applicant to meet certain statutory re- 
quirements of State of Wisconsin in matter of local consents; but conci- 
tioned certificate upon obtaining such consents from communities in 
Wisconsin proposed to be served as well as from Public Service Commission 
of Wisconsin. Michigan-Wisconsin Pipe Line Co_....--.------- 6 FPC 
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JURISDICTION—Continued 


9. State Law—Continued 


Legislative history of Federal Power Act shows that it was anticipated 
in Congress that Federal accounting requirements would apply to utilities 
predominantly engaged in local business subject to State regulation. 
Connecticut Light.and Power Co_...-----.---------------------- 6 FPC 

Congress did’ not regard granting of concurrent jurisdiction over utility 
accounts as usurpation of State authority, but protected such authority 
to extent deemed consonant with public interest in Sections 301(a) and 
209 of Fedeval Power ‘Act: T6 oo ooi 8. a SE LS z 

The fact that regulatory power of Federal Power Commission may 
partially duplicate that of State commission does not preclude exercise of 
Commission’s functions. Hast Ohio Gas Co_._.......---------- 6 FPC 

A company holding no authority from United States for diversion or use 
of any water of Niagara River, a navigable water of United States, possesses 
no lawful title to alleged water rights said to have originally attached 
under State law to lands of predecessor in title for reason that there cannot 
be private ownership of waters of a navigable river of United States. 
United States v. Chandler-Dunbar Co., 229 U.S. 53, 66. Niagara Falls 
Power Geo 222 2238 TA SS i) ee ee IF 6 FPC 

Since the Commission; by virtue of Section 4(d) of Federal Water Power 
Act of 1920, was vested with distribution of allotment of water of Niagara 
River permitted under treaty of 1910, any rights acquired from State of 
New York yielded to what Commission might do. (Niagara Falls Power 
Co. v. Federal Power Commission, 137 F. 2d 787, 791, cert. den., 320 U.S. 
702, GIGS Wisc sc ccccccccccccssccstscscssesssssccsscssscscssad 23h 

The treatment historically accorded to the Missouri River by agencies 
of the State of Montana tends to confirm the conclusions of this Commission 
as to the navigability of this part of the River. Montana Power 
CB... whanec sete ST Se piss SSI OLED OI Old ee 7 FPC 

Operations of State laws cannot change the fundamental character of 
Federal permits, complete control over which is vested in Federal officers by 
Acts of Cimiieias) HB 5 2 OS Ae ee SOG SES 

Commission finds that States of Maryland and Pennsylvania are ‘‘unable 
to agree’ on respondents’ interstate wholesale rates within requirement of 
Section 20 of Federal Power Act. Pennsylvania Water & Power Co. 8 FPC 

Finding that the States are unable to agree is not a necessary condition 
precedent to Commission’s authority under Section 20 of Federal Power 
Act when the rates involved are interstate wholesale rates which were held 
beyond regulatory power of States in Attleboro case (273 U.S. 83-93). See 
& FPC 981, 202;-300-O08. Fela 2 eee ie thea doe. 

Fact that since close of record Pennsylvania Commission may have 
issued a rate order against Penn Water and Safe Harbor which is in conflict 
with Commission’s rate order would not alter grounds for Commission’s 
determination of its jurisdiction. Jd__........-..-------------------- 

State of New York does not have jurisdiction to require certificate of 
public convenience and necessity of applicants for construction and opera- 
tion of integrated transmission pipeline system. (Jllinois Natural Gas Co. 
v. Central Illinois Public Service Co., 314 U.S. 498, 506, 510.) Consolidated 
Bdicon Co: NeW FOR, Tae. 225. 22 E Ot BST 8 FPC 

Jurisdiction of New York Public Service Commission to regulate local 
operations of applicants is not disturbed by Federal Power Commission’s 
exercise of jurisdiction over facilities and operation of an interstate 
CGMEMRG:. Bis sccivatiicinnisndinsmieumicinnaadwameaanmsiaen 
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240 INDEX-DIGEST 


JURISDICTION—Continued 
9. Stare Law—Continued 


Under Natural Gas Act sales of natural gas to. affiliated companies are 
subject to jurisdiction of Commission notwithstanding fact that such 
resale transactions are recorded in their own bookkeeping departments and 
would remain subject to State commission authority (Hope Natural Gas 
Co. v.. F.P.C., 320 U.S, 591). The Manufacturers Light & Heat Co. 8 FPC 

Since Public Service Commission of Nevada is; without statutory au- 
thority to regulate rates charged. Mineral County or Navy, it cannot be 
regarded as a ‘commission or other authority to enforce-requirements of” 
Section 20 of Federal Power Act. California Electric Power Co... 10 FPC 

Commission’s jurisdiction over interstate wholesale rates under Section 
20 does not require a finding that States are unable to agree on rates. 
(Safe Harbor Water Power Corp., 5 FPC 231). Id..----.-.--------.--- 

Commission. jurisdiction under Section 20 of Federal Power Act is: not 
dependent upon its finding that States are unable to agree on rates. 
Wisconsin. Michigan Power Co...-..---+«+----4-------4--+--- 10 FPC 

Commission jinds|that. Michigan and Wisconsin are unable to agree on 
Wisconsin Co.’s rates in interstate commerce within meaning of Section 20 
of Federal Power Act, since neither State has authority to agree on regula- 
tion of. any ratess] [diesacb 9644 34-<niend-ee an die - ts - ceded HO) add ae 

In order to relieve companies of needless burdens caused by dual control 
as to certificates and accounting matters, Commission favors legislation 
to exempt “stub line’? transportation, where such operations are fully 
subject to State commission jurisdiction. Texas Illinois Natural: Gas 
PEO Oia os inte ccsnthiebileta tale eg nena he dOESE Ea Stace ewan 10 FPC 

Commission finds Phillips’ sales so closely connected with local incidents 
of process of production and gathering as to. render rate regulation by 
Commission inconsistent or:@ substantial interference with exercise by 
affected States of their regulatory functions. Phillips Petroleum Co. 10 FPC 

In computing Northern’s cost of service, Commission finds that actual 
cost is all that can be allowed and rejects Northern’s contention that value 
of 8 cents per Mef prescribed by Kansas Commission should be attributed 
to gas produced from Hugoton field. Northern Natural Gas Co.. 11 FPC 

Commission may issue a valid Federal license for a project in or affecting 
navigable waters of the United States without requiring the applicant to 
first show a compliance with State laws.for waterpower use. Winter 
Blectric Light: db. Pawer COs. c<siave owh en» anions tien scnusneeee 12 FPC 

The provision in Section 14 of the Federal Power Act, which requires a 
licensee to agree to the recapture of its project at the end of the license 
period, is not incompatible with State constitutional and statutory pro- 
visions retaining in the State, ownership and control over State navigable 
waters. Power Authority of the State of New York...-...-..--+ 12 FPC 

State commission orders respecting distributor’s allocation of gas have 
no effect upon allocation made in the first instance by the Commission to 
the distributor... Shenandoah Gas Co_.....-....-.------------- 13 FPC 

State commission regulation cannot bind this Commission in the exercise 
of its jurisdiction or limit the effectiveness of filing provisions of the Federal 

Power Act. Pacific Gas and Electric Cosi. -.----.-----2-+-+- 13 FPC 

Application by Copco to State for power permit for proposed project 
constitutes satisfactory compliance with State requirements under Section 
9(b) of the Federal Power Act, in view of conditions of license to be issued 
in this matter. California Oregon Power Co....-«-+-+-4.-2-4-+ 13 FPC 
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JURISDICTION—Continued 
9. Stats Law—Continued 


The degree of State regulation and State opposition to Federal control 
is not determinative of Commission’s jurisdiction over the sales in ques- 
tion. Déép South Oil) Co. of Tevassiuiwsadsrd.. sacri cbuosk 14 FPC 

Commission jurisdiction is not limited by contractual rights vested un- 
der State law, since conformance to a Federal law prior to the exercise of a 
right granted by a State statute is inherent in the dual nature of our 
governmental system. Dizie Pipe Line Co_.....-.-----_.----- 14 FPC 

Commission has exclusive jurisdiction under the Natural Gas Act to 
regulate rates for wholesales of natural gas in interstate commerce. Crow 
Drilling @oex Jocnducbuals 5 bu. Jugulbeegui cu. Joc asus 17 FPC 

See ACCOUNTS AND ACCOUNTING, 3. Compurance wits Stats 
REQUIREMENTS; JURISDICTION, 1. Accountine; LICENSE, 19. Stats 
Water Ricuts Law. 


10. “Surptus WATER” CLAvsE. 


Commission also asserts jurisdiction under Section 4(e) of the Federal 
Power Act on the ground that the existing projects are using, and the 
proposed project will use, surplus water from a Government dam. The 
Coléfernit: Geage FOR Cis dnca no pret acneehaamanaweee 13 FPC 

Commission’s licensing authority under the “surplus water” clause in 
Section 4(e) of the Federal Power Act includes hydroelectric developments 
utilizing the surplus water from a Government dam constructed several 
miles downstream from the Government dam. Jd__.....----- 15 FPC 


LICENSE. 

1, ACCEPTANCE. 

The Commission may, in its discretion, allow an applicant for a license 
a reasonable time in which to decide whether to accept or reject a license 
as tendered, and such is the practice of the Commission. Empire District 
Pg he, he AMR LES Re TF I at i 1 FPC 

Failure of applicant to accept a license tendered to it by filing the duly 
executed original and copies thereof within the time specified in the order, 
shall be deemed a refusal to accept the license as tendered. Jd 

2. AMENDMENT. 


Application for amendment of license to change the normal operating 
draw-down of mean sea level elevation of pond granted upon showing that 
efficiency of plant would be promoted by such change. West Florida Power 
Ce 0b cho a oi EA cia eee 1 FPC 

Under section 3 of the Federal Water Power Act and Article 18 of the 
license in the instant case, application for amendment of license to include 
within the project boundaries lands necessary, in promoting the public 
health by transplanting inhabitants of a mosquito breeding area, granted. 
Application for amendment of license to eliminate requirement of clear- 
ing timber and brush from reservoir area granted where evidence showed 
that such clearing would not prevent mosquito breeding and would be more 
expensive than the acquisition of lands borderingsaid reservoir. Jd_...._.- 

The desirability of clearing a reservoir site for aesthetic reasons must be 
balanced against the cost of such clearing, since such cost must ultimately 
be borne by electric consumers. 
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LICENSE—Continued 
2. AMENDMENT—Continued 


Amendment to license necessary to grant application for permission to 
convert a railroad which was made a permanent project facility by a prior 
amendment, into a truck road. Portland General Electric Co._... 1 FPC 

The Commission is not authorized to issue a license upon implied con- 
ditions that it will be later amended, nor do the facts support applicant’s 
contention that license for project was executed with such understanding. 
Bapive Disiriet Histiie Coen anos es EEA MBS Ls ess 1 FPC 

The Commission is not influenced by the fact that licensee abandoned 
certain water rights necessary to completion of the project in anticipation 
of Commission’s granting of the amendment. Such abandonment may 
be in violation of the license and the Commission does not ratify or affirm 
such action by granting the amendment delaying completion of the project. 
Pattie Gbe Wak GRRE Cbs 2a oan on Sa ob a eeeescgeswaals 1 FPC 

Section 6 of the Federal Power Act does not confer unlimited power on 
the Commission in the matter of authorizing amendments to licenses even 
though no express limitation on the power of the Commission is contained 
therein other than the requirement of mutual agreement between the 
licensee and the Commission. Amendments relating to matters covered 
by the statute must conform to the statute. IJd___-_--.--------------- 

In the absence of a clear showing that the conditions of the license are 
no longer in accord with the statutory requirement, there is no provision 
in the statute authorizing the Commission to so modify the license as to 
permit the abandonment of the project in whole or in part. Jd___...--- 

Where licensee offered no evidence to show a change in circumstances 
or conditions of such a nature that part of the project became subject to 
independent development under a separate license, the Commission on 
rehearing of a previous refusal to allow amendment of the license denied 
an application for entire elimination from the license of provisions as to 
completion of the project, but left the determination of the date of com- 
pletion to future action by the Commission. Decisions of the Commission 
on amendment applications for projects Nos. 78 and 175 distinguished. 
Commission approval of application to amend existing license for hydro- 
electric project so as to include therein certain so-called water rights to be 
acquired from another corporation would be construed as implied approval 
of claim that such water rights are in existence, are valuable, and can be 
purchased. Niagara Falls Power Co_.......-.-.-.------------- 6 FPC 

While form of petition relates only to amendment of license by striking 
out provision thereof, substance relates to contemplated acquisition of 
so-called water rights for sum in excess of $728,000. Commission will 
consider substance rather than form of petition. Jd__..........------- 

The construction and operation of Pit 5 is within the ambit of Federal 
authority and will require a license, which may be accomplished by amend- 
ing and modifying the license covering the Pit 3 and Pit 4 plants. Pacific 
GEPMIENOY CNse sd lt eo esc rce eet etch sce seeecocenbeacae 6 FPC 

Commission orders licensee to follow “‘offset method” when setting aside 
amortization reserves, and to amend license accordingly. Niagara Falls 
PORTS canoe ycc ater en cee c ene ec ase cars te encecennete 9 FPC 

License amendment fixing 6 percent rate of return can be retroactively 
CONT Weta C ee he en ee cree ean aspocesetepeachee 

Application for amendment of license, filed February 24, 1948, granted. 
Article 11 of amended license provides that after first 20 years of operation 
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LICENSE—Continued 
2. AMENDMENT—Continued 


of project, 6 percent per annum is specified reasonable rate of return on 
net investment for determining surplus earnings and for establishment of 
amortization reserve pursuant to section 10(d) of Federal Power Act, 
one-half of which shall be paid into this reserve. Jd_.........--------- 
Commission affirms its orders of November 19, 1949, with one modifica- 
tion permitting licensee to install additional generating equipment which 
will become economic upon construction of upstream storage facilities. 
Freeno irrigeties ities: in socks edi el eset ls 10 FPC 
Commission amends Copco’s license and changes the expiration date of 
the license to coincide with an agreement between Copco and the Depart- 
ment of the Interior. California Oregon Power Co__....------ 15 FPC 
3. ANNUAL CHARGE. 


The “power capacity” of a project limits the annual charges effective 
under a license although the basis of the charges is the installed capacity up 
to and including the power capacity. Portland General Electric Co. 1 FPC 

In fixing annual charges under section 10(e) of the Federal Water Power 
Act which requires a licensee to pay to the United States “reasonable 
annual charges” in an amount fixed by the Commission, the word “‘reason- 
able’’ must be construed in its broadest sense to mean that the charges shall 
be reasonable per se and also reasonable relatively. IJd_..-......------- 

Where a water supply has been brought into the calculation which is not 
in effect available until an additional unit is completed, the “power capac- 
ity”’ of 17,200 h.p. arising from the additional unit is not amenable to the 
provisions of this ‘‘operation rate’”’ until the unit is completed. Jd_-_---- 

Annual charges for occupancy of Government lands covered by amend- 
ment to license do not apply until the first of January immediately following 
the date of operation of unit authorized by such amendment to license. 
Licensee is in error when computing ‘“‘power capacity” in failing to use 
records for the entire period available, and in failing to make a correction 
in discharges at the gaging station. Jd... ..........<.......------.- 

Under Regulation No. 1, Section 15, there is but one method of com- 
puting the “power capacity” of a project. Jd_............-..--------- 
Under Regulation 14 the project can have only one “power capacity.” 
The “power capacity’”’ of a project limits the charges which may be im- 
posed either as a pre-operation charge, or as an operation charge, or both, 
uncler Slemubedihes “34s TR cs ce ee ann coon eeaeate 

There is nothing in Regulation 14 which indicates or contemplates that 
the component factors used in computing the power capacity of a project 
shall aciteliy RG Beetent. -” FO. iiss cei sc ceudesetaceaneeedue 

Under Regulation 1, Section 15, power capacity is a caleulation based on 
estimated factors which may or may not be present or available for use at 
the time the power capacity is determined. Jd__......-...--.-------- 

Power capacity is a concept which does not necessarily apply to an exist- 
ing state QP eee °F oe el ha Sues US, Jk on eee 

When a license is issued, the power capacity of the project covered by 
such license is determined and set forth in the license, even though no part 
of the project itself is yet in existence, and the power capacity as set forth 
in the license immediately becomes the basis for assessment of a pre-opera- 
tion charge. 
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LICENSE—Continued 
3 ANNUAL CHARGE—Continued 


The same power capacity which limits the pre-operation charge for a 
project also limits the operation charge which ‘may be imposed for such 
project, as soon as each separate part or unit thereof is completed ready for 
@Giération..- Ids... Lh. sae. ola fie ad eds 2 bddacie 5 

Where the licensee miade application for credit on future annual charges 
of the amount which the licensee claimed it had overpaid in 1930, 1931, 
1932, and 1933 and it appeared that the licensee’s claim was based upon a 
contention that under Regulation 14 the operating charge was limited by 
the power capacity of the original project until such time as an addition to 
the project, authorized by subsequent amendment of the license, was 
completed and power therefrom was available, it was held that the licensee 
had not made any overpayment for the years specified. The credit on 
future annual charges was, therefore, denied, without passing on the ques- 
tion as to whether or not the Commission is authorized under the Federal 
Power Act to allow the licensee a credit on future annual charges if the 
licensee had made overpayments in previous years. Jd___.__--_.------ 

To the extent that the opinion in Portland General Electric Company 
(assessment of annual fees against Oak Grove, Project No. 135, Oregon; 
and adjustment of the power capacity) decided July 31, 1934 (ante, p. 195), 
sets forth a method of computation of annual charges for Project No. 135 
which is inconsistent with the interpretation of Regulation 14 expressed in 
this opinion, said opinion is modified to conform herewith. Jd_-_...---- 

Headwater improvements to be considered include those which are under 
Forest Service permit as well as those licensed under the Federal Power 
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Act. Southern California Edison Co_......-.--.------.----- 1 FPC 568, 574 


Seasonal storage only shall be taken into account in determining the 
amount of water conveyed by the tunnels, conduits, storage and later use, 
and the storage season for any reservoir shall comprise the time between 
the dates of minimum and maximum elevation. However, this precept is in- 
voked by the circumstances and conditions existing in thiscase. Jd_...-.-- 

Apportionment of total annual charges for interest, maintenance and 
depreciation on conveyance facilities shall be in the ratio that the amount of 
water conveyed for direct use bears to the amount of water conveyed for 
GUORS Ot EE, UR, chin shcint crue taahrain acts batetnant« 

In determining benefits received by both upper and lower licensees, 
consideration should be given to constructed facilities but no consideration 
should be given to probable new construction even though at one time its 
proposed construction was approved by the Commission for inclusion under 
the license. Id 

“Optional storage” is defined as that storage of water in reservoirs or 
other headwater improvements which could be used by upper licensee as 
natural stream flow through its plants and which at a later time would not 
INE ne I icant Se 

The value of power generated by upper and lower licensees from storage 
releases depends upon two elements: (a) the number of kilowatt-hours 
generated by each; and (b) the value of each kilowatt-hour generated 
which value involves the consideration of optional storage, non-optional 
storage, adverse storage and wastage of storage releases. Id 
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LICENSE—Continued 
8. ANNUAL CHAaRGE—Continued 


The storage of water which could have’ been used by the ‘lower licensee 
at the time it was stored will be considered as “‘adverse” storage. The 
release of stored water by the upper licensee at a time when it must be 
wasted or spilled by the lower licensee will be considered as not beneficial 
to the intters Fé j.. ele a ee a el a 

Insofar as conveyance charges are concerned, it is reasonable to consider 
that stored water originated in localities which would require the least cost 
of conveyance irrespective of whether this accords with actual reservoir 
manipulation or plant operation by the upper licensee. Jd___._...--.-.- 

The cost of maintenance of an upper licensee’s headwater improvement 
is not a part of the maintenance cost, but it is a direct charge for which the 
upper licensee alone is responsible. Jd_.........----.--L.21L--421---- 

The general purpose of section 10(f) of the Act is to encourage orderly 
and comprehensive development of watersheds having power value, through 
financial contributions from lower licensees who benefit from upstream 
improvements. Under it, the Commission performs the statutory function 
of equitably apportioning annual charges for interest, maintenance, and 
depreciation on upper storage reservoirs and other headwater improve- 
ments. Fu eli WALA SR as Sas 

The lower power developer can be expected to share the burden of 
headwater improvements only if benefit is available from storage releases. 
Benefits received by these licensees can be measured by the amount and 
value of energy generated at plants by use of stored water. Jd__...-.-- 

The cost of intake structures which are an integral part of a tunnel 
used for conveyance will he allocated to the tunnel cost rather than the 
reservoir cost even where such intake structures are located in the 
reservots >< fi foo ls elk ces Gi Se he sabe ee eis 

In determining the benefits received by both the upper and lower 
power companies, consideration should not be given to unconstructed 
facilities, TGli. Hook 2 oo eed a eee eee 

The conduits and tunnels shall be considered as being (a) in part devoted 
to the conveyance of water for direct use for current power plant operation, 
a function beneficial only to the upper licensee; and (b) in part devoted 
to the conveyance of water for storage and later use, a function beneficial 
to both eembees.  TRei Si. Selec h el tale sick ats oi cles 

In determining the equitable apportionment of annual charges, the 
Commission considers the upper licensee in storing water as acting, to 
some extent, as the agent or trustee for the lower licensee. So far as the 
lower licensee’s interests are concerned, the water should be stored from 
the most inexpensive source and since that company is obligated to pay 
for a service rendered by the upper licensee, the latter should perform 
that service as cheaply as consistent with the actual operation of the 
unified system: Fd cose Lie ee a ein 

The Commission will not determine the cost of a reservoir operated 
under Forest Service permit, but in ascertaining the annual charges will 
use the figure arrived at by the State Commission, but if not practicable 
the cost agreed upon by the parties. Jd _.........------.-.------+---- 
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LICENSE—Continued 
3. ANNUAL Caarce—Continued 
Public power district, which is operated jointly with two other licensees 
under the Federal Power Act and disposes of electric energy through a 
non-corporate agency for resale to consumers and receives the revenues 
therefrom after deduction of operating expenses, held not entitled to 
exemption from annual license charges under section 10(e) of the Act, on 
claimed grounds that power generated by it is sold to the public “without 
profit” or used for State or municipal purposes. Central Nebraska 
Public Power and Irrigation District..........-..-------------- 5 FPC 
The universal understanding of the meaning of the words “without 
profit” if, for a given period, revenues exceed properly. allocated costs and 
nothing in the legislative history of section 10(e) indicates an intention to 
eptach Gittermay eeenane 28s 5 oss on ho oo esac daca be cdccsiteeade 
A public power district which is limited by statute and by its operating 
agreement to use of its power revenues for payment of operating expenses, 
retirement of indebtedness for power facilities and construction of exten- 
sions of those facilities may nonetheless be a profit-making governmental 
enterprise, and is not entitled to exemption by virtue of such limitations 
on disposition: of preGta: 2s. So icin snicnn nec cnn ecteesnewasecsce 
Congress considered that sales to the public from municipal projects 
would be either “with profit’’ or ‘‘without profit” and did not intend an 
automatic exemption of a municipal licensee. Jd_...........---------- 
The repayment of capital, investment or reduction of indebtedness 
against property out of revenues is a disposition of profits and 
proof of operation “‘with profit’? within the meaning of section 10(e) of 
ARG. Messina sips des dadecends cat detaeobaekdchpd~cnpedacceson 
A public power district claiming exemption from annual charges under 
section 10(e) of the Federal Power Act as to electric energy sold for resale 
must show not only that it sells at wholesale ‘“‘without profit” but also that 
such energy is resold to the consuming public “‘without profit.” Jd.__....- 
The language of section 10(e) of the Federal Power Act which authorizes 
exemption “‘to the extent’’ that power from a State or municipal project 
‘tis sold to the public without profit or is used by such State or municipality 
for state or municipal purposes” establishes two mutually exclusive 
grounds for exemptanns:: : [dis - 4s Hao seen ej deacons Jeoeniwtenese 
In proceeding to determine whether Authority is entitled to exemption 
from payment of annual charges as provided in section 10(e) of Federal 
Power Act, Commission concludes that the project was not primarily de- 
signed to provide or improve navigation within meaning of section 10(e); 
and therefore Authority is not entitled to such exemption. South Carolina 
Public Service Authar@ly .. <- 1.20 dni seu i+ os scene cba 11 FPC 
Since the excess revenues collected by Authority are held to constitute a 
‘‘profit” within meaning of exemption provision of section 10(e), Authority 
is not granted an exemption from payment of annual charges on basis of its 
claim that under its enabling act it is incapable of making a profit. 
In determining the cost of a particular sale made by a hydroelectric 
project during period when all the power that can be produced is sold, and 
installed and dependable capacity remain constant, the proportion of net 
capacity cost assignable to firm capacity component and proportion assign- 
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LICENSE—Continued 
3. ANNUAL CHarce—Continued 
able to energy component should be related to cost factors and not to sales 
facteurs: Bd. toi fisos Josey ois. seas) .4ss a Sgt Sal 
Authority’s claim for partial exemption from payment of annual charges, 
on ground that it made sales of: project power to one customer without 
profit, is rejected in view of fact that its overall operations show a profit and 
no convincing proof is shown on record to establish that sale was made at a 
Commission finds that Authority is entitled only to exemption from 
charges on basis of two claims for partial exemption in total amount of 
$5,660. @@s) *: TO) wo eaasc. Wetec blcebevios uni epee Gee ga 
Authority of the Commission to readjust annual charges for Government 
dams under section 10(e) of the Federal Power Act is not limited to read- 
justment where agreements for the release of surplus water have been 
terminated but includes also the right to readjust with the approval of the 
Secretary of the Interior ‘‘at the end of 20 years after the project is avail- 
able for service and at periods of not less than 10 years thereafter 
upon notice and opportunity for hearing.” California Oregon Power 





4. CANCELLATION. 


Where a licensee is directed by an order of the Commission to show cause 
why its license should not be canceled for failure to pay charges as fixed in 
the license, and the licenses, subsequent to such order, pays said charges, 
answering that its failure to make payment had been due to failure to re- 
ceive a bill from the Commission on account of a change in licensee’s mailing 
address, the Commission holds such answer to be satisfactory. Columbia 
Rateel TE Stern nictheneiun cd dean aenademananniend 1 FPC 

Where a licensee is directed by an order of the Commission to show cause 
why its license should not be canceled for failure to establish and maintain 
its accounts in accordance with the Commission’s prescribed system of ac- 
counts and the licensee answers that such failure was due to a misunder- 
standing of the Commission’s requirements and gives the Commission assur- 
ance of its purpose to conform in the future to the Commission’s accounting 
rules and regulations, the licensee in the meantime having brought its ac- 
counting into substantial compliance with the prescribed system, the Com- 
mission holds the evidence of such compliance to be a satisfactory answer 
to the show-cause order. Such finding, however, is made for no other pur- 
poses, and the Commission expressly reserves the right to require the li- 
censee to make additional adjustments and changes in its accounting 
system, £6 TORY 06 DOCGNEEE. | [lone on enna unhcgees gunna eenesitin ty 

The question whether a licensee’s failure to complete project construction 
constitutes a default warranting cancellation of the license is to be deter- 
mined not alone upon an express provision in the license fixing the date for 
completing construction, but upon a consideration of all the facts and cir- 
cumstances concerning the retarded construction, the express provisions of 
the license, the failure or inability of the Commission, for whatever reason, 
to take action necessary to authorize construction upon plans finally ap- 
proved and the law applicable thereto. Jd_-_..-.--.-...------------. 
See PRACTICE AND PROCEDURE, 11. Orpsr to SHow Cavussz. 
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LICENSE—Continued 
eae. COMPREHENSIVE PLAN OF DEVELOPMENT, 


A license fora proposed hydroelectric power project should not issue 
when, in the judgment of the Commission, the project would not be in 
harmony with the provisions of sections 7(a) and 10(a) of thé Federal 
Power Act, which clearly indicate the Congressional intent that such 
projects shall be best adapted to a comprehensive plan to conserve and 
utilize in the public interest the water resources of the region. Pacific 
Gas and Electric Co 

Where surveys which the Commission has conducted at the direction of 
the President under authorization of June 14, 1941, for the purpose of 
reporting upon defense requirements during national emergency, definitely 
indicate that assurance against. power shortage will require not only the 
expeditious construction of applicant’s Oresta and Pulga projects, but 
also the earliest: possible completion of the Central Valley project (including 
the proposed steam plant at Antioch), a license will issue for applicant’s 
said projects. Jd 

A power project is best adapted to a comprehensive plan for improving 
and developing a region, only if remaining power sites are protected against 
encroachments by uneconomic developments and applicant is not permitted 
to monopolize development in that area if other developers are able to 
present plans of equal merit. A provision in the license requiring licensee 
to secure Commission approval before constructing or acquiring any addi- 
tional generating capacity or sources of power aggregating more than 
5,000 Kw is, therefore, necessary and desirable, and in accord with the 
requirements of national defense. 

In order to effectuate one of the basic purposes of the Federal Power Act, 
namely, to secure, promote, and safeguard development, conservation, 
and utilization of the water resources of the nation, the Commission is not 
limited to the single determination initially made concerning the first of 
a series of power plants in a particular river basin, but it has the continuing 
duty to reexamine the question as additional plants are proposed, in the 
light of existing and proposed construction. 

Part I of the Federal Power Act (sections 4 (g), 7(a), 7(b) and 10(a)) 
looks to full utilization of water power resources subject to Federal juris- 
diction and not to partial development of particular sites. Bellows Falls 
Hydro-Electric Corp 

Section 10(a) is applicable to constructed as well as unconstructed proj- 
ects being brought under license. 

Application for amendment of license granted authorizing redevelopment 
of the Wilder Project on the Connecticut River in Vermont and New 
Hampshire, on finding that the water resources at this site are capable of 
substantial further development; that redevelopment is desirable; and 
that the proposed structures were best adapted to a comprehensive plan 
of development, considering the use of the waterway for the benefit of 
interstate or foreign commerce, the improvement and utilization of water- 
power development, as well as the use of such water resources for other 
beneficial public uses. Bellows Falls Hydro-Electric Corp 

Issuance of license here authorized on findings, inter alia, that proposed 
project is best adapted to comprehensive plan for improving and developing 
Cedar and Mississippi Rivers for use and benefit of interstate commerce; 
that it appears that applicant will be able to finance cost thereof; 
the project is economically feasible if financed at reasonable rates of in- 
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LICENSE—Continued 
5. COMPREHENSIVE PLAN oF DEVELOPMENT—Continued 


terest; and it is manifestly in public interest to make more complete utili- 
zation of water resources available at site. First Iowa Hydro-Electric 
Cooperative 

Commission did not find it necessary to decide question as to whether 
particular developments were essential to consummation of Reclamation 
Bureau’s comprehensive plan for improvement of Central Valley Basin, 
because only use of water resources proposed here for North Fork and at 
Pine Flat Dam. is a water power use, bringing these developments within 
Federal Power Act. They would also be within licensing authority of 
Act if power use could be harmonized with other use. Fresno Irrigation 
District 

In addition to desirability of using water power whenever such use is 
more economical than use of nonreplaceable fuels, Commission must con- 
sider effect of continued uncertainty upon general public in area affected. 


There does not seem to be any possibility of Fresno District making 
reasonable and economic use of Upper Kings River water resources in 
accordance with requirements of section 10(a) of Federal Power Act for 
conformity with comprehensive plan of development. 

Pacific Gas and Electric Co. has proposed immediate construction of 
those facilities which are found to most completely and efficiently utilize 
available water resources of Upper Kings River for all public purposes. 
Id... soceael Jeo ieigased wistab Jwlesdostouc end Jaw ia li lin' 

It is desirable to develop those sources of power supply which utilize 
water power rather than fuel if costs are lower. North Fork water 
resources lend themselves to such economic development and publie should 
have the advantage of their utilization. 

Pacific Power & Light Co.’s proposal found to be best adapted to com- 
prehensive plan of development of Upper Kings River water resources as 
required for authorization of a license under section 10(a) of Federal Power 
Act. 

Section 10(a) of Federal Power Act directs Commission to consider 
recreation as .a public purpose when authorizing licenses for any project. 
Southern California Edison Co 

Commission believes that simultaneous construction of both power and 
seaway facilities in International Rapids Section of St. Lawrence River as 
an integral part of entire project, is best adapted to a compréhensive plan 
for improvement and development of St. Lawrence and Great Lakes water- 
ways. Power Authority of the State of New York 

Applicant’s three-dam proposal is best adapted to a comprehensive plan 
of development as required by section 10(a) of the Federal Power Act. 
Idaho Power Co 

Rocky Reach project as proposed with a maximum normal pool elevation 
of 707 feet will use the undeveloped head to best advantage and will be 
best adapted to a comprehensive plan for improving and developing the 
Columbia River in accordance with standards of section 10(a) of the Federal 
Power Act. Public Utility District No. 1 of Chelan County, Wash. 18 FPC 

Commission finds that applicant’s plan for the proposed Weiss develop- 
ment provides public benefits substantially in excess of its cost and will 
result in the taking of less private lands than any other feasible alternative 
scheme of development. Alabama Power Co 


512-874—__67——_18 
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6. CoNDITIONS. 


Condition placed in grant of extension of time for completion of project 
that. licensee ebtain.Commussion approval for any contract looking toward 
the construction, purchase, or acquisition of other sources of energy or 
generating capacity, eliminated in view of the hardship likely to be caused 
by the delay which wouid be entailed by such procedure. Pacific Gas and 
Blocivic Gein og 1 ieee AO BUEEUSS UE CU Ug DUS IOUSIE 1 FPC 

It is reasonable and necessary in the public interest and in accord with 
the provisions of section 14 of the Federal Power Act for the Commission 
to attach a condition to a license restricting the amount licensee can claim 
for a taking by the United States of an unlicensed power development of 
licensee located below the licensed project to prevent possible. capitalization 
of any claimed benefit to a lower power plant when that benefit results 
from a privilege granted by the United States. Such provision, however, 
does not relate to any payments to licensee as owner of Lake Almanor on 
account of headwater benefits to the unlicensed plant. Jd_._.._...------ 

License for constructed project authorized to be issued, subject to further 
order to reconstruct the development at such time as may be found appro- 
priate by the Commission, after due notice and opportunity for hearing, 
since, under the circumstances presented, including the demand for power 
for war purposes, it appears to be in the public interest to permit the mainte- 
nance and operation of existing project works on an interim basis under a 
properly conditioned license. Bellows Falls Hydro-Hlectric Corp_. 4 FPC 

Since applicant has not obtained definite financial commitments, issuance 
of license instrument delayed until these have been secured. First lowa 
Hydro-Blectrie Cooperative... 2.220 tun sees. devi esis aeules 6 FPC 

Before power company undertakes construction, it will be necessary for 
it to negotiate agreement with water users in Kings River service area 
covering storage and releasing of water in proposed reservoirs as a pre- 
requisite to issuance of license. Fresno Irrigation District_-----. 8 FPC 

Commission includes in its license authorization special conditions 
requested by chief of engineers, including requirement that power company 
reimburse for reservation of power storage in Pine Flat Reservoir. 

Proposed ‘condition that licensee shall be required to release water at 
diversion dam to provide water for protection and preservation of recreation 
on lands along Kern River between diversion dam and powerhouse located 
ia Sequoia National Forest is in public interest and can lawfully be imposed. 
Southern California Edison Co....-..._--.---------------2---- 8 FPC 

Under article IV, section 3, clause 2 of Constitution of United States, 
and provisions of Part I of Federal Power Act, Commission is authorized to 
impose conditions on licenses for projects.on forestlands. Jd__._...----- 

Contention that Congress has given Commission no authority to license, 
regulate, or impose any condition on use of waters of nonnavigable streams 
on public lands and that other statutes.show intention of Congress to sep- 
arate control of public and reserved lands from control over waters thereon, 
overlooks purpose of Federal Power Act. Jd-__-__--.--2.2-----2+----- 

Specific statutory authority of Commission to impose proposed condi- 


tion is contained in sections 4(e), 10(a), 10(g), and 309 of Federal Power 
Act. Id 


Commission has authority to condition license in manner proposed and 
is required to so condition it, having determined that condition is ap- 
propriate. Id 
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LICENSE—Continued 
6. ConpiT1Ions—Continued 


After consideration of proposed Cowlitz River project from standpoint 
of greatest public benefit to be obtained through use of valuable water and 
other natural resources, Commission issues license to applicant with condi- 
tions imposed to protect fishery resources of the river. City of Tacoma, 
Wedh . aiseicd cidceda lnc satin sbkt wih edd denemcuanbieswede 10 FPC 

Commission issues license for Pelton project conditioned to conserve 
fishery resources of Deschutes River on finding that proposed project is in 
public interest and will be consistent with further comprehensive develop- 
ment of that stream and of Columbia basin. Portland General Electric 
Ona hs Batt ivkide icine teeeEtabin Cuisine dneeeen 10 FPC 

Commission decides that the power from the proposed project should be 
made available not only in New York State, but also within economic 
transmission distance in nearby States because of the national interest 
involved. Power Authority of the State of New York__..-------- 12 FPC 

Commission finds that the public interest does not require a condition 
for the protection of the undeveloped stretch of the Columbia River, and 
also that the Rocky Reach project does not render the Wells stretch un- 
economic for power development. Public Utility District No. 1 of Chelan 
oil NINE 5 ss issis os desicccietaschnish te dating nid ieee atti stiea sl 18 FPC 

7. CoNnsTRUCTION PERIOD. 


Congress has expressed its will that the maximum time to be allowed 
under a preliminary permit is three years, and the maximum combined 
periods which may be allowed for the commencement of construction is 
four years. Empire District Electric Co... .......-.----- 222 -ke 1 FPC 

Upon an application for an extension for one year, of the period fixed in 
a license for the completion of the project work contemplated thereby, 
which license was issued pursuant to the Act of March 7, 1928 (45 Stat. 
212), and the Federal Water Power Act and for any change in the terms 
of the license that may affect the Flathead Indians, requiring the approval 
of the Secretary of the Interior (art. 41 of the license), the discretionary 
power in section 13 to extend the time for completion is limited by the act of 
1928 and by article 41 of the license. Rocky Mountain Power Co__._ 1 FPC 

Objections to an extension of time, based upon a desire to supply gainful 
occupation for deserving citizens, while highly commendable are not con- 
vincing that a denial of the application would result in the immediate 
prosecution of the construction work, in the face of conditions existing in 
Montana, affecting the demand for electric energy. IJd.__.__-_------- 

Where the conditions prescribed by the Secretary of the Interior in the 
matter of the extension of time satisfied all legal claims under the license 
which the United States is charged with the duty of enforcing, and con- 
sideration has been given to safeguard the interests of water users and 
investors, an extension of time, upon such conditions and in the light of 
such considerations, for completion of the first units of the project for one 
year beyond that stipulated in the license, is justified. Jd__...-.----- 

The protests of water users of an irrigation project looking for relief 
from the effects of an inadequate water supply caused by the delay in 
completion of such construction would appear to be satisfied under cir- 
cumstances wherein their power needs are offered to be supplied from other 
sources at the rate provided in the license, and consequently no loss to the 
irrigation project can occur by reason of such délay. Jd 
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LICENSE—Continued 
«7. Construction Pertop—Continued 


Honesty of purpose arid intention, and freedom from ‘deceit or evasion 
in the performance of its duty or obligation under the license are factors 
which meet license requirement to prosecute construction work in ‘good 
faith.” Existence of ‘‘good faith” must be determined in the light of the 
relative facts and circumstances of the particular case. Columbia Railway 
& Navtjatiow Coz! 2200 bios. s7200 LE TL eon. 230k. 1 FPC 

Licensee has met the license requirement of “due diligence’? when it has 
proceeded with that degree and kind of effort which may reasonably’ be 
expected of one of ordinary prudence in the particular circumstances. 
Question of existence of “due diligence’? dependent on relative facts and 
circumstances of the particular case. ZJd____ ou. 22 lle eee lee eee 

Where an express provision in the license fixing the period for completion 
of construction contradicts other provision of the license requiring submis- 
sion of revised plans for the Commission’s approval before proceeding with 
construction, the Commission will not adjudge the licensee to be in default 
because it has failed to comply with such express time-period provision, 
Under such circumstances there is in legal effect no time period of unquali- 
fiedly authorized construction by which “due diligence’? may be tested. 

Extension of time for commencing construction of project works consti- 
tutes an amendment of the license, and the application therefor should be 
filed early enough to allow completion of public notice as provided in section 
6 of act prior to expiration of commencement period fixed in license. 
HmpireDietnie Blectric' Co... . . 20. ose pea paadto cadena esens 1 FPC 

In determining whether the period for commencing construction should 
be extended, the Commission may properly require applicant to prove its 
financial ability and good-faith intention to construct the project; 
and where such showing is not made, extension of time will be refused. 
The fact that economic depression diminished the demand for electric 
energy and made it difficult or impossible for licensee to raise funds will not 
justify extension of time for commencing construction, where other public 
interests would be seriously prejudiced thereby. Jd____...--.---+--.... 

The Commission is not authorized to extend the time for commencing 
construction contingently, or upon agreement of the licensee to retire in 
favor of any other developer who, during the period of delay, shall demon- 
strate readiness, ability, and willingness to begin immediate construction. 

Economic conditions justify indefinite postponement of the date of com- 
pletion subject to Commission power to set completion date whenever such 
action is warranted by the market demand for power, Pacific Gas and 
TEU NG GAC a as ee ke ei ea  k 1 FPC 

Applicant’s failure to disclose to the Commission the inclusion of 82,000 
kilowatts of additional generating capacity in its schedule of construction 
prior to authorization of a license for the Cresta and Pulga plants of appli- 
cant is eause for reconsideration by the Commission of such authorization 
with a view to possible rescission or modification. Jd_.....-..-.- 2 FPC 

Section 13 of the Federal Power Act requires only that construction of 
‘project. works’’ be commenced within a. maximum period of four years, and 
the construction schedule to be followed thereafter with respect to other 
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7. ConstrucTION Per1op—Continued 


project works to be constructed subsequent to the four-year period is within 
the discretion of the Commission. Jdaho Power Co....-..-.--.- 14 FPC 
See COST, 6. Construction PErRiop. 


8. Economic FEASIBILITY. 


In determining whether a project is economically feasible the Commis- 
sion carefully considers the costs of the power to be generated and the avail- 
able market for such power; and in determining that the normal increase in 
power consumption in the region to be served will absorb the power to be 
produced, the Commission properly assumes that the project will be eco- 
nomically constructed and efficiently managed to the end that over a large 
expanse of territory, to the limits of economic transmission, power will be 
available for industry, commerce, agriculture, and the home, at rates which 
will not only encourage consumption by potential users resident within such 
area, but will likewise encourage the location thereof new industry, com- 
merce, and domestic consumers. Columbus Railway & Navigation 
Bi. i ee ee se Sees se stale eee ees 1 FPC 

The expression of the Commission’s opinion as to the feasibility of an 
amended project is not to be taken as implying any endorsement of the 
securities which may be issued by the licensee in financing construction. 


Excessive cost of development combined with unfavorable market condi- 
tions constitute economic infeasibility and a compelling reason for denying 
application for preliminary permit. Great Northern Power Co-_----- 1 FPC 

Where applicants fail to make requisite showing as to economic feasibility 
of such projects and compliance with state laws for over 11 years after the 
filing of applications for licenses, Commission will deny such applications. 
Clarion’ eet FUG eee en oe Se eee 1 FPC 

The use of water for the development of electric energy must be justified 
economically by the sale or use of the energy so developed, and, in exam- 
ining this economic justification, the Commission gives extensive study to 
the question of market before reaching a decision upon a pending applica- 
tion: Pavifie Gas and Blectrie Gols... 5 cos2s coh cn cee 2 FPC 

Commission would not be warranted in authorizing an economically de- 
sirable development on superficial showing of financial ability, or where no 
financial house has indicated any interest and it appeared that license 
authorization was being sought merely for trading purposes. First Jowa 
Hydro-Blectric Cooper tite Lecicinenicn sn nceninba sone ddusviu~oss-~ 6 FPC 

It is desirable to develop sources of power supply which utilize water 
power rather than fuel if costs are lower, as company has demonstrated in 
respect to water power resources here. North Fork water resources lend 
themselves to economic development and public should have advantage of 
there utilization. Fresno Irrigation District.........-.---..---- 8 FPC 

9. Errsctive Date. 


In determining the length of the license period the Commission gives 
consideration to the size of the investment, method and period of financing. 
A 35-year limitation on the license period found not to impair applicant’s 
ability to finance construction and to be reasonable and appropriate. 
Pacific Gee chad Mibtirte Oe! 2. hl ise 2 ee et 
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9. ErrectiveE Date—Continued 


Commission, since 1938, has uniformly fixed January 1, 1938, as effective 
date of commencement of administrative charges required by section 10(e) 
of Federal Power Act in order to assure that companies operating projects 
without requisite Federal authority shall at least pay their fair share of 
such administrative charges. Metropolitan Edison Co__.--------- 6 FPC 

Effective date of license authorizing continued operation of a hydro- 
electric project, first placed in operation in 1904, constructed in navigable 
water of United States, should not be date applicant receives actual notice 
that Federal authorization would be required since such project has been 
in trespass since original construction and license should have been ob- 
tained upon passage of Federal Water Power Act in 1920. Jd__.------- 

Except in cases where earlier date is appropriate, June 30, 1970, is termi- 
nation date prescribed by Commission since 1938 in all licenses for con- 
structed projects operating without prior Federal authority. Id__..._ ~~ 

To grant applicant’s request for a license covering longer period than to 
1970 would be to accord a special privilege not accorded to companies 
which applied for appropriateauthority at earlier date and not contemplated 
by Congress in statute limiting license period to 50 years. Jd___------- 

Obligation to obtain license rests upon owner of each hydroelectric 
project operating without appropriate Federal authority in streams sub- 
4606-10‘ juriatiotion of Conmegin Ads «<i oc cnccg se cde ssetsh ote ecin 

Term ‘‘first 20 years of operation’? means 20 years from effective date 
of license for project. Niagara Falls Power Co_.-.------------- 9 FPC 

Commission fixes effective date of license for company as January 1, 
1938, where project was constructed without prior valid Federal authority. 
SECU FOR sation ii eds a se en seen 14 FPC 

Effective date of license changed after reasonable showing made that a 
50-year license period commencing in January 1955 is necessary to properly 


finance project. Oakdale Irrigation District.....-..----------- 14 FPC 
Commission determines the effective date of license for constructed 
developments. Carolina Aluminum Co---.------------------ 17 FPC 


10. EMERGENCY. 


By exchange of notes at Washington on May 20, 1941, approved by the 
Senate on June 12, 1941, the Governments of the United States and 
Canada have agreed that, during the present emergency, an additional 
5,000 c.f.s. of water may be diverted on the United States side of the 
Niagara River. The 20,000 c.f.s. diversion previously authorized by the 
International Boundary Waters Treaty of 1910 is being utilized by licensee 
pursuant to license issued by the Commission on March 2, 1921. 
Niagara Furr Caw C6! 2 220. See. Se RUN 2 FPC 

Under the Federal Power Act, the Federal Power Commission has 
broad authority to deal with any emergency created by a shortage of 
electric energy or any way in which the United States is engaged. 
On an application by Licensee for authorization to use said additional 
5,000 c.f.s. (already temporarily authorized by the Commission immedi- 
ately after the agreement between the United States and Canada had been 
approved by the Senate of the United States) through its Project No. 16 
to supply electric energy to essential defense industries, the Commission 
authorized amendment of the license to permit Licensee to make tem- 
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10. Emercency—Continued 


porary use of said additional diversion, on the condition to be agreed to 
by Licensee, that the emergency net profits derived from said diversion, 
arising out of an emergency measure passed solely in the interests of na- 
tional defense, should not be credited to surplus accounts or distributed 
in dividends, but should be used to reduce the project investment. 


11. FINANCING. 


It is common ‘knowledge that practically all investment funds do and of 
necessity must come from individual investors and not from the coffers of 
the promoters of the enterprise; the interests of investers in a licensed 
project is a practical consideration of which the Commission is mindful in 
the exercise of its discretion. Rocky Mountain Power Co___-_--- 1 FPC 

Where the applicant’s cost of financing contemplates sales to the public 
of securities in excess of the cost of project works and where analysis of the 
project indicates that there will not be sufficient revenue from the operation 
thereof to provide for operating expenses, taxes, depreciation, and interest, 
the Commission will not approve or permit such sales. Gasconade River 
POG Gone sa ee en ee en baaan 1 FPC 

It is not function of Commission under Federal Power Act to prohibit 
construction of desirable project which applicant appears to be able to 
finance merely because complete financial arrangements have not been 
made, when as a matter of business practice such arrangements depend upon 
the license authorization initially. First Iowa Hydro-Electric Coopera- 
G0. UFC aah oben. aa cake coer mene RE Tae me anon ae 6 FPC 

Since applicant has not obtained definite financial commitments, 
issuance of license instrument delayed until these have been secured. 


Conditional approval granted plan which permits practically 100 percent 
debt financing of new generating station, only as temporary solution to 
allow sufficient time to complete long-range program of financing on sound 
bea Arhepenaiars Twa Cex 22525222355 o a5 575555525 8 FPC 

Power company has shown it has financial ability to commence work 
immediately on these facilities and complete them. Fresno Irrigation 
Dig. . concn as apa saat aed amma edge ail abradadtaa tena et 8 FPC 

12. GENERAL. 


The subordination of the interests of private property to the paramount 
public good is one of the considerations which invests a public utility with 
the character of a public trust to be administered primarily for the social 
and economic well-being of the community at the lowest service rates 
consistent with a fair return on the investment. Columbia Railway & 
Nastgeits 2222s en ie te nse ee san cae 1 FPC 

A prospective transferee of a license for hydroelectric project under sec- 
tion 8 of the Federal Power Act must be qualified to hold said license and to 
maintain and operate such project to the same extent as an original licensee. 
Broad Biase Poser, Ge6s navnsis sents 4k Bh eg EL 1 FPC 

An agency of a State such as the Water Power Authority of California 
may protest against the issuance of a license to a private power company, 
and such protest will be fully considered by the Commission. Pacific Gas 
Opeth: TORIC: CO. ss vis cis «a pacer ahi Ch eda Alnbticial 2 FPC 


255 


Page 


463 


427 


187 


357 


80 


364 


305 











256 INDEX-DIGEST 


LICENSE—Continued 
12. GENERAL—Continued 


What should be considered as parts of the project property and what 
should be the other terms and conditions of the license, are proper subjects 
to be considered when an application for a license is filed, and not in an 
investigation under section 4(g) of the Federal Power Act. Bellows Falls 
Hydro-Hleotrie Gorp. Josivul 20% scuubaicolis bose. ak uuuln ual 2 FPC 

Finding the attempted withdrawal to be inconsistent with the contention 
of the declarant regarding its interest in national defense and inconsistent 
with the finding already made by the Federal Power Commission, after an 
expensive investigation, that the interests of interstate commerce will be 
substantially affected, the Commission denies the application for with- 
drawal of the declaration of intention and the petition for discontinuance. 
Wantahala Fotner: & Tight: Ctr en ninenthndecenscshienih= ae 2 FPC 

The grant of a license under the Act “is a gratuity, a privilege from the 
sovereign’’ and can only be justified on the theory of the benefit to insure to 
the public. Niagara Falls Power Co-.....-------------------- 3 FPC 

Section 23(b) of Federal Power Act does not require notice or opportunity 
for hearing and it does not appear that State of Iowa has suffered any legal 
injury in violation of a statutory or constitutional requirement for notice of 
filing of, or opportunity for hearing on, a declaration of intention filed 
pursuant to section 23(b). First Iowa Hydro-Electric Cooperative. 5 FPC 

The manner and method of conducting investigation of proposed con- 
struction by declarant under section 23 (b) of the Federal Power Act has 
been left to judgment and discretion of Commission. Jd_..-...-.----.- 

While form of petition relates only to amendment of license by striking 
out provision thereof, substance thereof relates to contemplated acquisition 
of so-called water rights for a sum in excess of $728,000. Commission will 
consider substance rather than form of petition. Niagara Falls Power 
SFO =o xm thi a Ra aaa i aan 6 FPC 

Licensee would not be complying with terms of its license if it did not 
use all of diverted water through facilities authorized as composing project. 


It is unnecessary to include in license a provision for reconsideration of 
reasonable rate of return (6 percent) specified therein, pursuant to section 
10(d) of Federal Power Act, fixed by Commission to be allowed in connec- 
tion with establishment of amortization reserves, since section 6 of Act 
expressly permits alteration of license by mutual agreement between 
licensee and Commission, including specified reasonable rate of return and 
it is unnecessary to carry duplicate provision to same effect in license. 
MODINE TERR Cee oe rs oe See ar ee 6 FPC 

License provisions are binding upon licensee unless held to be illegal 
because inconsistent with Federal Power Act. Niagara Falls Power 
iene susva toc aes oer end ae eres 260 atk ae ae eee 9 FPC 

Where a power plant is located in two countries, Commission may issue a 
major license for the part located in the United States, since that part is a 
“complete unit of development” within the meaning of section 3(11) of the 
Federal Power Act. Power Authority of the State of New York... 12 FPC 

Congress, through the Boundary Waters Treaty of 1909 and the Federal 
Power Act, has provided the legal machinery whereby full authority for 
the construction of a power plant and dam located in two countries may 
be secured within the United States for a State agency. IJd_...-.-.---- 
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LICENSE—Continued 
12. GeneRaLt—Continued 


Since Federal Power Act requires the most economical and efficient use 
of natural resources, coal interveners have no right to protected markets 
for the sale of coal, where fuel substitutes are available which cost less for 
like heat units. Public Power and Water Corp__-....-.------- 12 FPC 

Commission denies application of Public Power and Water Corp. for a 
license under the Federal Power Act on finding: (1) that no provision has 
been made for navigation improvements, (2) lack of financial backing, 
(3) no evidence of financial plan, (4) Government of Canada is unwilling 
to be cooperative with this applicant. Jd_-.....----..-+-+-------.--- 

Commission issues license to Copco under Section 4(e) of the Federal 
Power Act for Project No. 2082, and orders Copeo to file application for 
licenses under the Federal Power Act for its five existing projects. 
Califorma Oregon Power Co. cn nitonawoanqaniradsananendhedoas 13 FPC 

Commission orders respondents to file applications for licenses under 
the Federal Power Act for the continued operation and maintenance of 
their respective projects. Aluminum Company of America_-_---- 13 FPC 

Commission is not precluded from carrying out its statutory duties 
under the Federal Power Act because of its letters of comment written on a 
voluntary and cooperative basis in accordance with the established pro- 
cedures of the Federal Inter-Agency River Basin Committee, a body 
without statutory authority. Idaho Power Co__-.-....------- 14 FPC 

Commission issues a license to Idaho Power under section 4(e) of the 
Federal Power Act for the construction, operation, and maintenance of 
the proposed Brownlee, Oxbow and low Hells Canyon developments. 


Commission issues a license to applicant under section 4(e) of the 
Federal Power Act for the construction, operation, and maintenance of 
project No. 2059. City of Eugene, Oregon__.....------------- 14 FPC 

Commission dismisses the application of the Power Authority of the 
State of New York for a license under the Federal Power Act. Power 
Authority of the State of New York... ....---.--2-522--22------ 16 FPC 


13. INcLUSION OF RESERVOIR. 


A storage reservoir, the operation of which can increase the dependable 
capacity value of proposed and existing hydroelectric facilities and can 
increase the kilowatt-hour or energy output at low flow periods, is of such 
importance to the operation of the proposed and existing facilities as not 
to be a minor part of a complete project and it should be included in the 
major license or licenses for those facilities or be placed under a separate 
major license providing for the right of recapture at the end of the license 
period. Pacific Gas and Electric Co......-...-.--------++-+---- 2 FPC 

Applicant’s agreement in applying for license for the Cresta and Pulga 
plants to bring its Lake Almanor storage reservoir under terms of a major 
license, also favors issuance of the license. Jd_.--..-...-..-..-..---.-- 


14. MuNIcIPAL PREFERENCE. 


Preference given by the statute to an application filed by a municipality 
does not attach where the application is for water already under temporary 
license to a proper applicant. Statutory preferential rights exist only if 
and when there is a conflict of applications and before any priority has 
attached, and where water is under temporary license, the Commission is 
unable to entertain or consider an application by a municipality during 
the pendency of a temporary license. City of Lockport.....---- 1 FPC 
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LICENSE—Continued 
14. MunicipaAL PREFERENCE—Continued 


When an application for preliminary permit or license filed by a private 
power company conflicts with an application filed by a state or munici- 
pality, preference is given to the state or municipality by the language of 
section 7(a) of the Federal Power Act. The Water Power Authority, as 
an agency of the State of California, would be entitled to the benefits of 
section 7(a), provided the applicable criteria under the section were met. 
PURO ON OTe 00 nnn a cen ns ee naceetadee se 2 FPC 

Fresno District is clearly a municipality within meaning of section 3(7) 
of Federal Power Act and entitled to preference accorded to municipalities 
by section 7(a). Fresno Irrigation District...........---------- 8 FPC 

Commission has no authority under the Federal Power Act to require 
the licensee in selling power to give preference ‘to public bodies and coop- 
eratives. Power Authority of the State of New York....-------- 12 FPC 

15. PRELIMINARY PERMIT. 


On application for preliminary permit, Commission has no jurisdiction 
to adjudicate rights between applicant and protestants, on basis of claim 
by the latter that use of water by storage for power purposes would interfere 
with use of water for irrigation and domestic uses at a point or points below 
the site. of . the., proposed construction: Fast Bay Municipal Utility 
Di 8. aie eset: Insc co real ia tev aiieall atlaidaiee ale aie 1 FPC 

One of the purposes of the preliminary permit is to give applicant a 
basis for acquisition of water and property rights necessarily obtained from 
the state authorities. Failure to evidence state permission, though possibly 
fatal to the granting of a license, is not necessarily a pertinent matter for 
consideration in connection with the issuance of a preliminary permit. 


‘INDEX-DIGEST 


Excessive cost of development combined with unfavorable market con- 
ditions constitute economic infeasibility and a compelling reason for 
denying application for preliminary permit. Great Northern Power 
OO ta a a Se aa a cs ies ha Be lel cach sigh aa 1 FPC 

Where power project presented in an application for a preliminary permit 
fails to meet requirements of Federal Water Power Act in that it is not 
adapted to develop, conserve and utilize in the public interest the water 
resources of the region, the application should be denied. Jd__.__------ 

In determining whether project is adapted to develop, conserve and 
utilize in the public interest the water resources of the region, due con- 
sideration must be given to the question of whether the water should be 
reserved for municipal and domestic purposes. Jd_.__-..____.._.------ 

Under a previous preliminary permit applicant was afforded opportunity 
to make all preliminary examinations and acquire all information necessary 
to the-filing-of an application for a license. ‘Since it is clear that the 
applicant has already had the full benefit of the priority of application 
during the period covered by the first preliminary permit, the application 
for a second preliminary permit for the power project in question is denied. 
Pigeon, Riser Tavmber Ce sisi catiay dacmnakhshsuthatiaatt Salauvi 1 FPC 

Application for preliminary permit granted for Pine Flat power plant 
upon finding that Fresno District could serve useful function in adequately 
utilizing water power resources at Pine Flat Dam in connection with 
independent service of some of essential pumping requirements of its 
members. Fresno Irrigation District 
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LICENSE—Continued 
15. PRELIMINARY PermitT—Continued 


Preliminary permit issued to applicant for proposed hydroelectric 
development on Delaware River upon showing of public interest 
and applicant’s good faith and intent. Delaware River Development 
Core. S222 UATE SE SS EBA Ls 10 FPC 

In accordance with voluntary stipulation of permittee, condition is 
imposed on preliminary permit limiting priority of application for license 
as agninet a étate or - munisipality.-- £6... ce cc ceed wewcuwscesnwudews 

One-year preliminary permit granted to Blue Ridge Electric Membership 
Corp. for proposed hydroelectric development upon finding of public 
interest. Blue Ridge Electric Membership Corp__.-.....------- 11 FPC 

Since exact form and size of proposed project are undetermined, it is 
only necessary for preliminary permit that navigable waters may be 
affected; Biase Se stash dS AL a a hn A A Ae 

Project contains no unusual or controversial features, and Blue Ridge is 
qualified applicant under Federal Powe Act. Jd___--_--_-_---------- 

Sole purpose and effect of preliminary permit is to enable applicant to 
maintain priority of application for license for particular term during which 
time applicant can determine definite form of project it may desire to 
propose in license application proceeding. Warrior River Electric Co-op- 
Crake Ambee 05 5 os 24, CSAS GE Me LURES AS 11 FPC 

Issuance of preliminary permit requires only the showing of a proper 
application, general fitness and good faith, and does not require approval 
of proposed plan of development, nor does it indicate that approval will 
be given to that plan or any other plan. Jd_________________--------- 

Preliminary permit granted to applicant upon finding of examiner that 
questions raised by interveners regarding possible injury to city of Bir- 
mingham or county of Blount should be settled in license proceeding rather 
than at time of application for preliminary permit. Jd________-------- 

Commission grants Puget permission to withdraw its application for a 
preliminary permit and for rehearing of the order denying the preliminary 
permit even though Puget did not meet the technical requirements of 
section 1.11(d) of the Commission’s rulés of practice: and procedure which 
provides for the withdrawal of pleadings by the filing of notice, which 
notice must set forth the reasons for the withdrawal. Puget Sound 
Piwer & 14g COsccce wad i Kut aa A 15 FPC 


16. Priority. 


Where an application has been filed, public notice given and temporary 
license issued to applicant to avoid economic waste, for water use pending 
final determination of license application, the applicant has established and 
initiated a priority to the use of the.water sought. Such priority continues 
until final Commission action on pending application for amendment, or 
until any other license or amendment is offered applicant and it fails or 
refuses to accept such in the time fixed by the Commission, or such priority 
is otherwise terminated by operation of law. City of Lockport... 1 FPC 

Where preliminary permit was granted by the Commission and applica- 
tion for license was filed approximately two years later, and where due to 
delay not attributable to the Commission, license was not tendered appli- 
cant for six years, and where formal petition for further delay in tendering 
license was subsequently filed, Commission is without legal authority to 
delay further in tendering the license. Empire District Electric Co. 1 FPC 
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LICENSE—Continued 
16. Priorrry—Continued 


Even though the record shows that delay in tendering license was at- 
tributable to predecessor Commission, the Commission cannot legally 
predicate inaction upon such delay. Jd....-....-..-.--....---.------ 

Delay occasioned by refusal of company to submit matters in contro- 
versy to the jurisdiction of the Commission under its rules and regulations 
cannot be pleaded as equitable reason for further delay in tendering 
GDN... [Econ dtisariinttionnvvrvrnces dbo adilatiehnianw <date <~tors 

Commission is without power to hold a proposed project site under 
indefinite’ priovitys :i0@s~ sunus~snesunnesein~ oivineinnnad beacons oes 

Where applicant was granted a preliminary permit for three years and 
then filed application for license which continued pending for seven years 
when Commission required applicant to accept license to avoid loss of 
priority, license will not be granted for an extension of time to begin con- 
struction of the project works beyond the two-year period fixed in the 
license over protests of property owners and public agencies whose urgent 
local improvements have been held in abeyance during a long period of 
uncertainty as to whether the project will be constructed at all. 
The Federal Water Power Act protects applicant’s priority in develop- 
ment of water power resources only so long as applicant is able to establish 
willingness and ability to prosecute with reasonable diligence the develop- 
ment of such resources; indefinite priority without development is against 
the pullite taterash.: Was awiieni di ccchusce-sccataebaoh 36 -sahs iseen 

Where applications for licenses for projects are made, and applicants 
fail to make the requisite showing as to economic feasibility of such projects 
and compliance with state laws, for over 11 years after the filing of applica- 
tions, the Commission will deny such applications. Clarion River Power 
Oe nn oe ce eth ious aapabai lee Sal nobieninen o 1 FPC 

Applicants cannot retain indefinitely or for an unreasonable period the 
priority which is conferred by the act where application has been filed 
pursuant to preliminary permits previously issued. An applicant failing 
to make the requisite showings for the perfection of a license is no more 
favored than a licensee who is unable to carry on the construction of a 
project in accordance with conditions in the license. Cf. In the Matter 
of Empire District Electric Company, ante p. 15, Id_....-..--.--------- 

The spirit and letter of the Federal Power Act are designed to prevent an 
extended monopolization of the rights of priority to a water power site on 
one of the navigable waters of the United States. Gasconade River Power 
Serie eins date eet a atm cent nated ee Dena Beat ean ome a tal 1 FPC 

An applicant after enjoying seven years priority with respect to a water 
power site and construction of a hydroelectric project will not receive ap- 
proval of a request for an additional delay of at least one year in the grant- 
ing of said license and a period of two years thereafter for beginning 
Cer Nt On ee PE, sn tc woe taddeoatenecaecthieacess 

Informal applications for annual licenses (renewals) for project located 
on lands of the United States along a navigable water of the United States 
denied since original annual license, in effect until May 1, 1930, and sub- 
sequent nine annual licenses, created no vested rights in applicant; the 
hydroelectric generating plant had deteriorated and operation was wholly 
discontinued in May 1934; applicant had not used any water at the project 
site for ten years for the development of electric energy; no authorization 
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LICENSE—Continued 
16. Priorrry—Continued 


was sought for actual operation and maintenance of any project works for 

the development of power; and the only purpose to be achieved by a license 

was to attempt to preserve so-called water rights at the project site. 

Southern Ohio Public Service Co_....-....--.------------------ 4 FPC 
Monopolization of rights of priority to a water power site on a navigable 

water of the United States is not in harmony with the intent of the Federal 

Power Ast. * Idi ugesld 20a SE SSL Cs a a a 
17. Private v. Fepprat CONSTRUCTION, 


The Commission, in deciding an application for a license for the con- 
struction of a hydroelectric project by a private power company, must 
give consideration to at least one other development potentially serving the 
same area in addition to the development for which the license is sought 
even though the construction of such other development is being under- 
taken by the Federal Government. Pacific Gas and Electric Co... 2 FPC 

The large investment of the United States in the Central Valley project 
being built to improve navigation on the Sacramento River, to increase 
flood protection along the Sacramento and San Joaquin Rivers, to furnish 
a supplemental irrigation supply of water for producing farm lands, to 
control salinity in the delta region, to suppiy water for industrial and 
domestic use, and to produce electric power in competition with applicant 
for license, the Commission will do nothing to lessen the value of any 
revenue producing product of that development. The Antioch steam 
plant is an integral part of the Central Valley project. Jd_...._..__---_-- 

Commission not required to withhold approval and reserve development 
of water resources exclusively for United States on possibility that more 
economic plan of development may be worked out. Fresno Irrigation 
Date tessa tian bara titan Histhti ehsh, cate adiinin cg antares gl ac el 8 FPC 

Revision of Bureau of Reclamation’s plan for Kings River held not to 
afford proper basis for withholding approval of license applications. 


Commission has broad discretionary powers to delay utilization of water- 
power resources where delay is found to be in public interest, but Federal 
Power Act does not contemplate delay beyond time when it is economically 
feasible to provide construction with safeguards of licensing conditions. 
Commission unable to agree that development of Upper Kings River 
resources should be reserved exclusive for possible development by United 
States. F@. velo. ss102 22. DO S32 ea Be ee 

Commission refers matters of power development in International 
Rapids Section of St. Lawrence River to Congress in accordance with pro- 
visions of Section 7(b) of Federal Power Act and recommends that these 
water resources be developed by United States. Power Authority 
of the State of New York. 23. .J82t el A ee lag 9 FPC 

Commission concludes that neither Flood Control Act of 1944 nor any 
other statute reserving sites included in recommended plans of develop- 
ment approved by Congress removed all undeveloped water power sites, 
including Roanoke Rapids site, from Commission’s licensing jurisdiction 
or otherwise restricted licensing provisions of Federal Power Act. Virginia 
Electric and Power Co 
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LICENSE—Continued 
17. Private v. FepERAL Constructron—Continued 


Commission determines that record does not provide sufficient basis for 
finding under Section 7(b) of the Federal Power Act that development of 
water resources at Roanoke Rapids should be undertaken by United States 
itself or for submission of such findings and recommendations to Congress, 
as provided.in Section 7(b)e:: Ad. aac aconcnessswispiscsdenns~actnkesneu 

Federal Power Act requires prompt development of water resources 
where it is feasible and in public interest and gives Commission discre- 
tionary powers to delay utilizatiori only where such delay is found to be 
TI i OO deli cabnacdctstnteea nee cnebndnucen hdauniea ance 

Commission finds development of Roanoke Rapids site by United States 
to require Congressional authorization and to be dependent upon many 
COURT IOs. laa oe at no a ms cette ane ween capes esi 

Section 5 of Flood Control Act of 1944 which assigns to Secretary of 
Interior function of disposing of surplus power generated at flood control 
projects does not include function of submitting recommendations to 
Congress for construction of electric power projects. Jd_.......---.---- 

Commission is not required to recommend Federal development for the 
sole purpose of making power available at costs lower than would be pos- 
sible if the same-water resources were developed by a private entity under 
edenans, .: ENG: LOO vga des es cmos Hh neunnekegenemavss 14 FPC 

Section 7(b) of the Federal Power Act gives the Commission direct 
responsibility, in examining the plans of applicant and of others, to ascertain 
initially and independently whether development of those particular water 
resources should be undertaken by the United States, but the adoption 
of plans by any Federal department does not automatically preclude 
development of those water resources by any non-Federal entity, if in the 
judgment of the Commission a license may be properly issued. 
When the comparative economics of two or more mutually exclusive 
plans are to be determined, it is essential that all plans be compared on 
as similar a basis as is possible from the record, and this would include the 
use of the same assumed basis of financing, whether that be private or 
Pear: > AG nailing canstinee ds pause due dln daydw ak thendee « 

In comparing the output of two alternative power project plans, the 
most. important consideration is that the output figure used for each plan 
shall have been estimated upon the same assumptions. I[d 


18. Pusuic Purposes. 


License may be issued for a proposed project only if its construction will 
be consistent with the public interest and in accord with the purposes set 
forth in the Federal Power Act. Pacific Gas and Electric Co_-_-_- 2 FPC 

Where a power development is under the jurisdiction of the Commission 
it is reasonable and proper that there be a license provision for a diversion 
of water to protect adequately fish life in the stream. Jd_.--_-..__---- 

Section 10(a) of Federal Power Act directs Commission to consider 
recreation’ as a public purpose’ when authorizing license for any project 
under. Act. | Southern .California. Edison Co_---.-.-----.------- 8 FPC 

Commission finds interests of public to be fully protected and promoted 
by issuance to Virginia Electric of requested license for Roanoke Rapids 
development. Virginia Electric and Power Co___.-.----------- 10 FPC 
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LICENSE—Continued 
18. Pustic Purposes—Continued 


After consideration of proposed Cowlitz River project from standpoint 
of greatest public benefit to be obtained through use of valuable water and 
other natural resources, Commission issues license to applicant with 
conditions imposed to protect. fishery resources of the river. City of 
TEOOME, TOR san ctnnerd<danedio tants toe 10 FPC 

Commission issues license for Pelton project eonditioned to conserve 
fishery resources of Deschutes River on finding that proposed project is in 
public interest and will be consistent with further comprehensive develop- 
ment of that stream and of Columbia basin. Portland General Electric 
CO... = ane aches ite b cette daeninaen tienen ah heel tines 10 FPC 

Where unique and special types of recreation are encountered even 
though only of local or regional interest, Commission will preserve such 
recreational values in the public interest, at the cost of loss of power 
pursuant to Section 10(a) of the Federal Power Act. Namekagon Hydro 
CO <n < <entateiein’ im crinanamdiiineneiaai sain bain eiate eels AES ae 12 FPC 

Commission concludes that the public purposes such as flood control, 
navigation, and recreation could be effectuated to about the same extent 
under either plan of development. Jdaho Power Co__._.-.----- 14 FPC 

Commission concludes that the power features of the one-dam plan have 
no clear economic advantage over those of the three-dam plan. 
Commission finds that the construction and operation of the proposed 
project will adequately protect scenic and recreational values and will not 
impair property values and the overall fishing situation in the area. City 
Of NGG, CR ctadttiin nnd enenicteatitntae= Lada 14 FPC 

19. Stars Water Ricuts Law. 


The Commission has exclusive jurisdiction over occupancy of lands of 
the United States for power purposes, and in that connection may investi- 
gate and determine the most comprehensive scheme of development of a 
stream system for all beneficial uses, yet the Commission has no jurisdiction 
to adjudicate private rights to the use of water or property where such 
rights or property are matters of state jurisdiction, as, for example, irriga- 
tion water rights. Hast Bay Municipal District_-..........----- 1 FPC 

Commission approval of application to amend existing license for a 
hydroelectric project so.as to include therein certain so-called water rights 
to be acquired from another corporation would.be construed as an implied 
approval of claim that such water rights are in existence, are valuable, and 
can be purchased. Application for license amendment denied. Ni- 
agara Palle: Power Cov3. sz isiniiccel 20d. hecuieai aicatewesi ik 6 FPC 

A company holding no authority from United States for diversion or use 
of any water of Niagara River, a navigable water of United States, possesses 
no lawful title to alleged water rights said to have been originally attached 
under State law to lands of predecessor in title for reason that there cannot 
be private ownership of waters of a navigable river of United States. 
United States vy. Chandler-Dunbar Co., 229 U.S. 53, 66. Id_____-.--_---- 

Waters of Niagara River cannot be subject to private ownership after 
diversion but before use by licensee for power purposes, since licensee may, 
under its license, divert such water only for its own power purposes. 
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LICENSE—Continued 
19. State Water Ricuts Law—Continued 


Licensee already has right, under its license, to use 262.6 c.f.s. which is 
subject of its petition, and it would be futile for it to attempt to purchase 
that which it already possesses to full extent of the law. ZJd_....-..---. 

Since Commission, by virtue of Section 4(d) of Federal Water Power 
Act of 1920, was vested with distribution of allotment of water of Niagara 
River permitted under treaty of 1910, any rights acquired from State of 
New York yielded to what Commission might do. (Niagara Falls Power 
Company v. Federal Power Commission, 137 F. 2d 787,791, cert. den. 320 
OR Es, OM = ceentpranasinetn a ancn ae aa aerate aioe wma 

To suggest that, while United States may control actual diversion of 
water from Niagara River, it has no authority to control its use after 
diversion, because, after diversion, water becomes subject to State or 
private control even if used contrary to Federal authorization, disregards 
nature of permission given by United States to make any diversion, that 
being solely diversion for licensee’s own use for power purposes. Licensee 
is not authorized to divert water to sell to another or to supply from its di- 
version canal water claimed under any so-called State right. Jd_.-.--.._- 

Applicant through predecessors in interest complied with provision of 
California civil code relating to appropriation of waters of Kern River for 
power purposes. Southern California Edison Co_.......-------- 8 FPC 

In California rights to use of flowing waters of nonnavigable streams, 


when acquired pursuant to State law and decisions, are property rights. © 


In California, as between citizens, riparian rights to adjacent rivers are 
recognized and upheld. Rights by appropriation, acquired pursuant to 
civil code, are also recognized but are subject to prior vested riparian 
rights. United States, as proprietor of lands along nonnavigable streams, 
is considered: under California law to possess same riparian rights in 
streams as private citizens. | Jd... 22-2 2ossue JesuL s-seb lel 

Laws and decisions of California reject Company’s claim that United 
States irrevocably divested itself of all water rights in streams on public 
lands by passage of acts of 1866 (43 U.S.C. 661) and 1877 (43 U.S.C. 
SM). (fd Mel. u........-...-- owls Joqnioudé. yond. wok. 2idgi-z 

Acts of 1866 and 1877 have no application to lands or waters within a 
forest reservation. Consequently, applicant could have acquired no water 
rights by either act by compliance with State appropriative statute, 7 years 
after lands were reserved for forest purposes. [d_...1.....----_------- 

Riparian water rights under California law include right to use such 
water as shall'be reasonably required for beneficial use to be served, 


including public recreational purposes. Jd... .....-.-.---.----.------ 
MARKET. 

See CERTIFICATES, 9. Factors, (f) Market. 
MERGER. 


The standard of public interest which must be,determined by the Com- 
mission in an application under Section 203 of the Federal Power Act must 
be found in the context and purposes of the statute, of which that section is 


a part. Northern Pennsylvania, Power Co...-...=.---.----- 1 FPC 
The burden of proving that a proposed sale of facilities is in the public 
IESERONS 16 UNCON Gre MENNNNS, £0, 8 oe oon ooo ooo we nnn ces ss 


The Commission may grant any application for the sale of facilities in 
whole or in part and upon such terms and conditions as it finds necessary 
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MERGE R—Continued 


or appropriate to secure the maintenance of adequate service and the 
coordination in the public interest of facilities subject to the jurisdiction 
OF the Soombbietians |) 06 so no ee aa ir ae a 

The Commission in acting upon an application under Section 203 is 
called upon to weigh carefully the various results which might follow the 
completed transaction. An overall view must be taken, weighing the 
good against the bad, in order to be able to find either that the proposed 
transaction is consistent or is inconsistent with the public interest. 


Where all of the common stock of two operating electric companies is 
owned by one parent company, the sale of the assets of one of such sub- 
sidiaries to the other for cash or its equivalent will not justify a finding 
that the transaction will be consistent with the public interest, since the 
result of such transaction would be to deplete unnecessarily the assets of 
the combined operating properties without compensating benefits. 


The Commission shall approve proposed consolidation or merger of 
facilities subject to the jurisdiction of the Commission, where Commission 
finds said consolidation or merger is consistent with the public interest. 
telana Power '& DOO. 2 a pte hacia ta detent gisn. ees 

Application for approval of consolidation or merger of facilities subject 
to jurisdiction of the Federal Power Commission denied where it was 
found that the financial structure of the company resulting from the 
proposed merger would not be an improvement over financial structures 
of both component and resulting companies. Jd___-.___-_-_-_-------- 

Application for approval of consolidation or merger of facilities subject 
to the jurisdiction of the Commission denied where it was found that 
regulatory functions of the Commission as respects licensee would be 
rendered more difficult by such proposed consolidation or merger. 


Where the physical facilities of two operating companies are already 
integrated, consolidation or merger is not to be justified on the ground 
that it will promote integration of facilities, especially under circumstances 
where such consolidation or merger would otherwise appear incompatible 
with the pale initio.) 16 8a oe 5s acy serene denee abd e ee 

Continued control by the Commission over the arrangement between 
the vendee of facilities and the proposed lessee thereof should be retained, 
the Commission having jurisdiction over an existing contract for the sale 
of electric energy at wholesale in interstate commerce. Any changes in 
the proposed lease should become effective only after approval by this Com- 
mission, .;. Sé.,: Louse, Gae & Coke Corp......--.------------- 1 FPC 

The effect. of the proposed transactions upon the adequacy of electric 
service, the interest of consumers who are directly or indirectly affected, 
and the interests of public bondholders of the bonds of the proposed vendor 
of such facilities, must be examined primarily in determining whether a 
proposed sale and lease of facilities will be consistent with the public 
SOON 5 IR phe cecicd rnd Bike tak aa ae atic bs ertidle due aan Rn eg hie eR ade 

In a proposed consolidation of facilities undertaken in an effort to afford 
to the public investors a means of securing a return on their investment, 
and as the holding company, now in receivership relegated to a minor 
position, the Commission is inclined to regard the rights of the public 
bondholders as of primary importance after the consumers have been 
WURORE, Ia cccccnccnsscchdinsgng ehieebeheaadiamenmo es 
512-874-6719 
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MERGE R—Continued 


Long-term leases of public utility facilities are regarded as contrary to 
the public interest when they establish a group of stockholders with little 
or no responsibilities of management or control, combined with a high rate 
of return insured in practical perpetuity on securities which have been 
issued out of all proportion to the actual legitimate original cost or value 
of the underlying properties. Public Service Electric and Gas Co_. 1 FPC 

The requirement that a merger must, in accordance with Section 203, be 
“consistent with the public interest” is necessarily a broad and compre- 
hensive standard embracing consideration of all the statutory purposes 
which the Act was designed to accomplish. ‘The advantages must be 
weighed against the disadvantages and an attempt must be made to arrive 
at a just conclasion GiGi Une THOU. fee eee ee ee SES LET as, BS 

The Commission does not favor the issuance of securities which do not 
mature for one hundred years and which bear rates of interest far in excess 
of those prevailing in the open market and which cannot be redeemed 
warther Uline MAN ea 25. 22S ern See Se nae sob sce hse 

When it appears after consideration and investigation of the advantages 
and disadvantages that the proposed merger will be consistent with the 
public, interest, approval will be granted subject to certain safeguarding 
conditions and the usual qualifying provisions. Jd__..__-.-- ~~... __- 

Approval of a sale of facilities purported to have been consummated is 
granted upon showing of substantial benefits to the public but upon the 
condition that the transaction be effectuated by duly authorized new 
instruments. Oklahoma Gas and Electric Co 

Physical improvements in facilities resulting in improvement in service, 
reduction in rates, absence of detriment to other consumers or security 
holders, held to show transaction “consistent with the public interest.’ 
The fact that the sale of facilities may be a step in the direction that 
eventually results in ousting the Commission’s jurisdiction cannot be said 
to afford a sufficient basis for withholding approval. Twin State Gas and 
Rl ea oes Se es cs ee Scene ote eee 2 FPC 

Held, that the sale should be approved as consistent with the public 
interest, conditional (a) upon the construction and interconnection of 
certain specified additional facilities, and (b) the revival of the contract of 
sale, which had expired, on the same terms and conditions, and with an 
expiration date far enough in the future to permit completion of the 
WU. Pais 8 vse so oon pecs one ee ste tte ae 

On the elimination, by agreement, of certain matters adversely affecting 
the public interest, the Federal Power Commission granted an application 
for authorization to transfer all the property and assets (including licenses) 
of Licensee to an affiliated company. Pacific Power & Light Co__.. 2 FPC 

Stipulation by the transferee that severance damages will not be 
increased by the transfer if the United States exercises its rights under 
Section 14 of the Federal Power Act to take over the project, will eliminate 
aspects of matter adversely affecting the publicinterest. Jd_.....-.-_-_-- 

Economies in operating expenses should redound to the benefit of rate 
payers and investors, and, in the absence of adverse factors, are sufficient 
to establish that the proposed merger will beneficially affect the public 
WURDEN: eee nn nc oie no aancen acd soared met meta e ase 

Approval of merger should be conditioned on agreement by successor 
company that it shall succeed to any tort liability of the transferor, whether 
such liabilities have been adjudicated or not. Jd 
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MERGE R—Continued 


The question whether a proposed transfer of an unlicensed hydroelectric 
generating project operated and maintained in apparent violation of the 
Federal Power Act could be found consistent with the public interest was 
obviated, since, simultaneously with the filing of the application for author- 
ization to transfer, applicant filed application for a license for the facilities 
proposed to be sold and agreed to accept such license as the Commission 
might lawfully authorize. Olcott Falls Co_...-...-.------------- 3 FPC 

Where the transferor is to be dissolved upon consummation of the sale, 
it is appropriate, in authorizing the sale of facilities operated in apparent 
violation of the Federal Power Act, that the sale be made on the condition 
that the transferee acquires the properties subject to all liabilities and 
obligations under the Federal Power Act to which the present owner would 
be subject if it continued to own, operate or maintain the project. 
Since certain facilities of one of the applicants include a hydroelectric 
developrent on navigable waters of the United States (In the Matter of 
Bellows Falls Hydro-Electric Corporation, 2 FPC 380) operated in violation 
of the Federal Power Act, applicant had been required to make due applica- 
tion for a license for such development, pursuant to Part I of the Federal 
Power Act, and to accept such license as might lawfully issue. Such 
application and agreement to accept being filed prior to hearing, the issue 
was removed from the proceeding. Question as to lawfulness of operation 
of other unlicensed projects of applicants on other streams saved for future 
consideration by Commission. Western Massachusetts Electric Co_. 3 FPC 

Savings in operating expenses, however small, should redound ultimately 
to the benefit of rate payers and investors; and, in the absence of adverse 
factors, are sufficient to establish that the proposed merger will beneficially 
SAECO Ri II ioe sd ak encitienn ahaa nia 

In bringing about the elimination of the affiliated agency and simplifi- 
cation of corporation relations, and in laying a foundation for the dissolution 
of the Holding Company, the proposed merger and consolidation will be 
emeleithiy: 66. waar eicnasHshsign ened clGedihaseehaons 

While contracts for power and services between companies which are 
subsidiaries of the same holding company are of little assistance and may be 
a detriment in determining the reasonableness of rates to ultimate con- 
sumers, the making of proper cost allocations among areas served by a 
consolidated company is little, if any, more difficult than determining the 
reasonableness of the allocations necessarily implicit in contracts among 
companies with each other dealing at less than arm’slength. IJd_____--- vi 

Proposed merger and consolidation held subject to the conditions stated 
and the usual conditions of the Commisssion’s orders of authorization and 
approval, to be consistent with the public interest. Jd__.......-.--.__--- 

Certificate of public convenience and necessity was issued to holding 
company authorizing it to acquire and operate the facilities of its six 
wholly owned subsidiaries where it appeared that the transaction would 
involve no new financing and would not change revenues or fixed charges. 
Consolidation. would result in operating economies, corporate responsibility 
would be centralized and the simplification of bookkeeping would promote 
efficiency of operation and aid in providing better service to the public. 
Southern United Gas Co 
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MERGE R—Continued 


Commission found that merger of facilities, in furtherance of a general 
plan of acquisition and refinancing of separate corporate entities engaged in 
electric service, when consummated, should result in certain economies due 
to simplification of corporate structures and elimination of items of corpo- 
rate expense and duplication of records and reports; that service to consum- 
ers, present and future, should be enhanced since the capital to meet 
increasing needs and demands for service will be more readily available and 
physical interconnection of the facilities to be acquired with those of appli- 
cant should be conducive to improved operating stability and continuity of 
service; and that there had been adequate compliance with the statutory 
provisions governing transactions of thischaracter. As the resultant mergers 
were found to be consistent with the public interest, the applications were 
approved. Pennsylvania Electric Co.............-------------- 3 FPC 

Certificate of public convenience and necessity issued to applicant, a 
natural-gas company, authorizing it to acquire and operate a gas transmis- 
sion pipeline for the transportation and sale for resale of natural gas in 
interstate commerce from an unaffiliated distributing company and to 
construct and operate a pipeline to connect line to be acquired with its 
existing interstate transmission line, on findings that (a) applicant antici- 
pates an increased demand from industries at Mobile where it was unable 
to meet the 1942-1943 peak day demand because of insufficient delivery 
capacity and the proposed interconnection will result in a minimum increase 
of 1,250 Mef per day in the deliverability of gas to Mobile; (b) all negotia- 
tions were at arm’s length; (c) the interconnection will result in increased 
deliveries at a saving to the selling company; (d) applicant’s current cash 
funds appear ample for the expenditures and the purchase price reasonable; 
(e) the proposed acquisition, interconnection and operation will not inter- 
fere with the present and continued sale and distribution business of the 
selling company; (f) War Production Board has granted a preference rating 
order and authority to purchase the materials needed; (g) the Securities & 
Exchange Commission has approved the purchase; and (h) it is in the public 


inverent. - Cattell Ges Pie BM CG. ooo oe ee 3 FPC 
Proposed merger found to eliminate uneconomic duplication of facilities 
for the service of consumers. Pennsylvania Electric Co__._._------ 3 FPC 


Because of applicant’s willingness to charge off immediately against a 
special reserve created out of capital surplus the excess of the consideration 
to be paid over the net assets to be acquired per books, the proposed merger, 
if carried out in that manner, found consistent with the public interest, and, 
on that ells AOeiicntiem reed 1G. Soo Soo pcewncg enn cenasesduce 

Before the Commission can approve a proposed merger and consolidation, 
it must first find under Section 203 of the Federal Power Act that it will be 
consistent with the public interest. Northwestern Electric Co.... 5 FPC 

In applying the statutory standard of Section 203, the Commission must 
conform to the judicial interpretation of the section adopted by the courts 
in Pacific Power & Light Co., et al. v. Federal Power Commission, 111 F. (2d) 
1014, which interprets ‘“‘consistent with the public interest” as connoting 
“compatibility with,” not ‘promotion of,’’ the public interest. Objections 
raised proceed on the erroneous assumption that the applicants must make 
affirmative showing of public benefit. 
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MERGE R—Continued 


Where the rates of the merged company will be subject to regulation, 
incompatibility with public interest is not evidenced by the fact that no 
witness for applicants is willing to commit himself or the companies as to 
specific amounts which would be applied to future rate reductions. 
A stipulation by applicants that no greater claim for severance damages 
will be made in condemnation actions now pending against their distribution 
properties would eliminate any possibility that merger will adversely affect 
the public interest, and any order approving the merger should be condi- 
COTO BROCE BA thot hcnlase ovate aida dnd ae een 

Objections of interveners based on fear that those who favor private 
operation will be strengthened by the merger cannot be recognized as 
GrOUNGs. FOr, CORT RUMOR, IME oe aces nen nen anes < 55mm 

Where proposed merger will not tend to retard the regional integration of 
facilities, will not tend to discourage utilization of power resources, will not 
tend to increase rates or jeopardize the prospects of future rate reductions, 
will definitely tend to strengthen applicant’s financial structure, will improve 
materially the position of investors, will not result in detriment to consumers 
or investors or other legitimate national interests, and will not run counter 
to any established precept or principle of law, it will be compatible with the 
public interest and will be approved by the Commission. I[d-_--_______- ae 

When the statutory standard of Section 203(a) of the Federal Power Act 
has been complied with, there exists a substantive right to have the Com- 
TROND, ROUND 5 OE ie cccdiity JUN acs anime nce anise din aieken eee 

Authorization of future acquisition of facilities by applicant, as of Decem- 
ber 31, 1951, which in interim period prior to that date are to be leased to 
applicant, held inappropriate because premature and unnecessary. Michi- 
ane VU i aici ices ria acct erie 6 FPC 

Certificate issued to applicant, a “‘natural-gas company” within meaning 
of Natural Gas Act, authorizing it to acquire the War Emergency Pipe Lines 
(“Big Inch” and ‘‘Little Big Inch’’), to construct facilities necessary for 
their conversion for transportation of natural gas, and to operate facilities 
so acquired and to be constructed for transportation or sale of natural gas 
subject to Commission’s jurisdiction from Texas to New Jersey. Teras 
Eastern Transmission Corp-.- ---- otitis eich hth Uiphaclacad ochaped nat val 6 FPC 

Certificate issued authorizing applicant, Interstate Gas Company, to 
sell and applicant, Cities Service Gas Company, to acquire and operate 
certain transmission pipelines and appurtenant facilities of seller previously 
operated under certificate from Commission on findings that (a) both 
applicants are ‘“‘natural-gas companies’’ within meaning of Natural Gas Act; 
(b) Cities Service owns and operates a large integrated pipeline system 
which is equipped to maintain and operate facilities proposed to be trans- 
ferred; (c) line pressures can be maintained by Cities Service in interest of 
efficient service and public safety better than by Interstate; (d) facilities 
are now and will continue to be used to transport and sell for resale natural 
gas in interstate commerce; (e) Cities Service can pay from its own funds 
the $90,000 estimated cost of acquisition; (f) applicants are able and willing 
properly to do acts and perform service and to conform to provisions of 
Act and requirements, rules and regulations of Commission thereunder 
and that proposed sale and acquisition and operation is required by present 
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Application of Independent for authority to sell and dispose of com- 
pressor station and pipeline facilities presently used to supply Northern 
and of Northern for certificate of public convenience and necessity to 
acquire and operate such facilities dented by Commission on finding it not 
in public interest because of increased expense to Northern for supply of 
gas already committed to it until 1955 by contract now in force between it 
and Independent. Independent Natural Gas Co__--_----------- 9 FPC 

Certificate conditioned to require El Paso to charge to its earned surplus 
account any amount in excess of cost to affiliated seller which El Paso pays 
for leaseholds purchased from affiliate, since book value of assets should not 
be increased as result of affiliated company transactions. San Juan Pipe 


Eee Wess se fete dae 2ice Soo bebe deg oe Ansett ete <.erre 
Substantial tax savings to Colorado Interstate will result from merger. 
Colovede 1lertes Gas OCn . feo. a paccdewnceaccsbotesam 10 FPC 


Authorization of merger necessary so construction of proposed new 
transmission facilities needed to supply additional natural gas in Denver, 
Cheyenne and Rocky Mountain area will not be further delayed. 
Long-run benefits to consumers dependent upon Colorado would out- 
welidy CON GE MME.) EG. oo a> Sect ped Goce ntact ee ceubun eee ete eee 

To assure full protection to gas consumers dependent on Colorado, Com- 
mission conditions certificate to provide that (1) any excess of cost to 
Colorado from its gasoline extraction operations will not be considered as a 
cost of service to natural-gas customers; (2) Colorado will commit itself 
not to dispose of gas reserves acquired so long as production is economically 
feasible; and (3) Colorado will commit itself not to propose any increase in 
any resale rate attributable to authorized merger. Id___._-------------- 

It has not been shown that Colorado can finance its proposed pipeline 
expansion program in an economic manner without a merger. Jd_-_------ 

Public convenience and necessity require issuance of order authorizing 
Indiana Gas to acouire and operate natural gas facilities in docket No. 


PA OE. RIV OE So oon cen cw erepawaraeckevsceee es 10 FPC 
El Paso granted permission to abandon certain facilities by sale to 
Central Arizona. El Paso Natural Gas Co__-_-------.--------- 10 FPC 


Commission issues a certificate of public convenience and necessity 
under Section 7 of the Natural Gas Act authorizing Panhandle to acquire 
and operate facilities for the transportation, measurement, and delivery of 
natural gas, but limits the proposed service to ‘‘an interruptible basis’’ 
only. Panhandle Eastern Pipe Line Co__--.---..------------- 12 FPC 

Commission issues a certificate of public convenience and necessity to 
Southern under Section 7 of the Natural Gas Act authorizing it to acquire 
and operate the facility described in its application for the transportation 
and delivery of natural gas, and also authorizes Southern to abandon 
certain natural-gas facilities. Southern Natural Gas Co-__-------- 12 FPC 

Evidence establishes that identifiable types of economies of operations 
by Tennessee will result from proposed merger, thus reducing Tennessee’s 
cost of service for the benefit of all of its customers. Tennessee Gas 
TOME. big 5 UU Gcpa secu sn uni. ukbuieesukie deseo 13 FPC 

Fears of future undue ‘discriminatory treatment by other customers of 
Tennessee because of merger are neither justifiable nor cognizable within 
the issues of this proceeding. Id 
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MERGE R—Continued 


Commission issues certificate under Section 7 of the Natural Gas Act to 
Tennessee, and authorizes Northeastern to abandon such facilities and 
operation in accordance with proposed merger. IJd___-.-.---.----------- 

Natural Gas Act provides the same standards for all certificate appli- 
cations and does not authorize different standards depending on the percent 
of an applicant’s total sales subject to the Commission’s rate jurisdiction. 
COR EGG CO vst as at ctcene kta ennatn stheure mua eee 13 FPC 

Certificate conditioned to prohibit the recording on the books of account 
of applicant any acquisition adjustment. Jd___-.-.-.-_---------------- 

Certificate authorizing merger conditioned to require applicant, a sub- 
sidiary, to submit evidence that it has been relieved of any obligation with 
respect to the mortgage debt incurred in financing the acquisition of stock. 
Commission conditions order granting certificate to Tennessee to require 
Tennessee to maintain supplemental accounts. Tennessee Gas Trans- 
GIDE OO a kn ie aneneenneankenscag kad nanaarce Meats ae 13 FPC 

Commission approves the first step in a proposed plan for the realignment 
of the properties of the Columbia Gas System, Inc., by authorizing the 
abandonment under Section 7(b) of the Natural Gas Act of service and 
facilities by some of the applicants and by issuing certificates of public 
convenience and necessity under Section 7 of the Natural Gas Act to other 
applicants to acquire and operate certain facilities. Central Kentucky 
FIG I a tc rn a Kueneenena aeons eee 16 FPC 

See JURISDICTION, 5. Mercer. 

MUNICIPALITIES. 

See LICENSE, 14. MunicipaL PREFERENCE. 
NAVIGABLE WATERS. 

1. Errect on INTERESTS OF INTERSTATE OR FoREIGN COMMERCE. 

The Commission’s determination that a project would affect the interests 
of interstate and foreign commerce is conclusive in view of the authority 
conferred upon the Commission by Section 23. Appalachian Electric 
PPO Ce oon sia ema ea wee Seip a ee anes a 1 FPC 

Section 23 of the Federal Water Power Act requires Commission ap- 
proval for the construction of a dam or other project works in streams 
other than “navigable waters,” over which Congress has jurisdiction under 
its authority to regulate commerce with foreign nations and among the 
several States when the interests of interstate commerce would be affected. 

Under Section 23(b) of the Federal Power Act, which requires the filing 
of a declaration of intention by any person intending to construct project 
works and prohibits construction where the Commission determines that 
the interests of interstate or foreign commerce would be affected, the act 
is not limited to project structures located at a point at which the stream 
is navigable. Carolina Aluminum Co------------------------- 1 FPC 

Additional guidance as to the interests of interstate or foreign commerce 
which are to be considered under Section 23(b) of the Federal Power Act 
is furnished by the information possessed by Commission that irregular 
interference with channel depths naturally available at certain seasons of 
the year in excess of the bare minimum provided by the Army engineer 
under Congressional authorization would cause a loss of tonnage or uncer- 
tainty in operation of water-borne commerce which may effectively dis- 
courage navigation. 
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NAVIGABLE WATERS—Continued 
1. Errect ON INTERESTS OF INTERSTATE OR FOREIGN CoMMERCE—Con. 


Some of the interests of interstate or foreign commerce to be considered 
under Section 23(b) of the Federal Power Act are indicated by acts of Con- 
gress relating to navigable waters of the United States such as Section 10 
of the River and Harbor Act of 1899 (30 Stat. 1150) with respect to any 
alteration or modification of the course, location, condition or capacity of 
the channel of any navigable water of the United States. IJd____------. 

The private interests of a declarant under Section 23(b) of the Federal 
Power Act must yield to the paramount right of the general public in the 
preservation of downstream navigable capacity where the construction 
affects interests of interstate or foreign commerce. IJd__----_---------- 

In the light of prior acts of Congress regulating obstructions on nonnavi- 
gable waters which were upheld by the courts, Section 23 of the Federal 
Water Power Act was merely the assertion of a new form of regulation over 
projects on nonnavigable streams—it was not a new departure in principle 
Ss EI Ns TI i on dite hw sede i ean ica crate me ion 

If the proposed construction will lower the water level of the stream be- 
low, or will fluctuate the water level, then the project will be licensed and 
constructed so that the harmful effect upon the navigable capacity will be 
either eliminated or diminished.. Jd_.................--.-.---.- cian 

A proposed project that is capable of holding back for a period of time 
the entire flow of an upper stream tributary to a navigable river is found to 
be one that may affect the interests of interstate or foreign commerce. 


The existence of interchange agreements between the declarant and pub- 
lic utilities serving industrial communities, under which large blocks of 
power are to be delivered to the public utilities during their peak load hours 
and received from them in off-hours so that they will be enabled to make 
most effective use of declarant’s near-by hydroelectric power plant having 
large storage capacity, and at the same time enabling the declarant to meet 
its own uniform load requirements, shows the intended irregular operation 
OF iin SNE BRS 10 BRskicte chee cnkinnie th apitesded wens Ke 

The existence of an upstream project owned by declarant which has 
large storage capacity increases the ability of a project such as that pro- 
posed by declarant to fluctuate the flow past itsdam. Jd_______------- 

Without Federal license no rule of operation will or can be imposed to 
prevent operation of the proposed plant on the nonnavigable part of a 
stream in such a way that the wave effect of its operation would affect 
navigable capacity of the downstream navigable part of the river if down- 
stream plants are so operated that they consecutively release the discharged 
water without erasing or destroying such wave effect. Jd__.._._------- 

It is within the power of Congress to protect and preserve the flow of 
navigable waters whether the acts which affect that flow are performed 
within or outside the limits of the navigable portion. Jd_____...---.-- 

The fact that the development is to be a run-of-river project does not 
prevent it from affecting the interests of interstate or foreign commerce, 
for other factors may be controlling, such as the physical facilities to be 
built, the stream flow in the Pit and other rivers, either singly or in con- 
junction with the system operation of the other power developments, 
its relationship to existing plants, and the comprehensive development 
of the Pit River, the cumulative effects of operation of the Pit River 
plants of the declarant, including the Pit 3 and Pit 4 developments, and 
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NAVIGABLE WATERS—Continued 
1. Errect ON INTERESTS OF INTERSTATE OR FoREIGN CommMEeRCcE—Con. 
the interests of commerce which may be affected. Pacific Gas and Electric 
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Darn ren ic nin paraichde inet saenndecee ae ate ee 2 FPC 521-524 


In order to effectuate one of the basic purposes of the Federal Power Act, 
namely, to secure, promote, and safeguard development, conservation and 
utilization of the water resources of the nation, the Commission is not 
limited to the single determination initially made concerning the first of a 
series of power plants in a particular river basin, but it has the continuing 
duty to reexamine the question as additional plants are proposed, in the 
light of existing and proposed construction. Jd______._..--.--------- 

Flood protection, watershed development, recovery of cost of improve- 
ments through utilization of power, as well as regulation of navigation, are 
parts of commerce control. Appalachian Electric Power Co. v. United 
States, ST Uae te We nance elke ns gee cut oone ens <aaaee 

By reason of the large flow of water coming down the Pit River past the 
Pit 5 development, and the high percentage of the flow which the Pit River 
contributes to the Sacramento River, the Pit River must be considered as 
subject to Federal jurisdiction, for regulation of the Pit River is necessary 
for protection of the Sacramento River, one of the important waterways of 
central California, which is tidal up to Sacramento and is used in interstate 
and foreign eomumaenes. - TG. < o.oo scan os a 

There is no constitutional reason why Congress cannot treat the water- 
sheds as a key to stream control, nor is there any constitutional necessity 
for viewing each project in isolation from a comprehensive plan covering 
the entire basin of a particular river. Oklahoma v. Atkinson, 313 U.S. 508. 


Pit 5 plant, in conjunction with Pit 3 and Pit 4, will affect the interests of 
interstate and foreign commerce, including navigation, on the Sacramento 
Rives,  Wdsiwete cit wocld ee ath ced od Le aa Se ual 

Applicant required to amend application for license to include as a part 
of the complete project an unlicensed constructed hydroelectric develop- 
ment located downstream onthe Menominee River where it will be 
beneficially affected by proposed upstream developments and its mainte- 
nance and operation will provide the necessary regulation of the river 
flow as fluctuated by the upstream developments and the operation of 
the several developments indicates the essentiality of each as part of a 
comprehensive plan of stream development, and integrated operation. 
Weeconstn Michigan Power Cou. 2s 22. 42. coal. soe Sl ae. A 3 FPC 

The filing of a declaration of intention under Section 23(b) of the Federal 
Power Act to construct a water-power project, presents question as to 
whether the interests of interstate and foreign commerce would be affected 
by the construction and operation of proposed project works, and, as a 
neeessary corollary, what navigable waters of the United States would be 
affected.” Geeryglt Power Cen icc. cecs col i ee 4 FPC 

The relationship between reservoir storage capacity, hydraulic capacity 
of the power installation, average stream flow at project site, range of 
stream flow necessary to provide navigable depth for boats of various drafts, 
reasonable methods of operation normally and customarily followed in the 
conduct of a public utility system, and the physical possibilities of affecting 
the natural flow as a result of the existence and operation of the project 
works, must be noticed in considering the effects which a proposed hydro- 
electric development may reasonably and normally be expected to have on 
the interests of interstate or foreign commerce. IJd___...-..----------.-- 
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NAVIGABLE WATERS—Continued 
1. ErrectT ON INTERESTS OF INTERSTATE OR FOREIGN COMMERCE—Con. 


The operation of the Furman Shoals project as proposed by declarant 
would result in serious adverse effects upon the navigability of the river 
from Milledgeville (mile 145) to below Dublin (mile 77), since, except at 
times of relatively high flow, reduction of navigable depths of from 13 to 20 
inches would render impossible any navigation of the river as far upstream 
as Milledgeville during these seasons, and would cause serious interference 
with navigation at, above, and below Dublin, constituting a serious 
impairment of, and substantially affecting, the navigable capacity of the 
Oconee River. The interests of interstate commerce would consequently 
be affected by the proposed construction. Jd_-..-....------.---------- 

For the purpose of this application, it has been settled by decision of the 
Supreme Court of the United States that the project will affect the navi- 
gability of the Cedar, Iowa, and Mississippi Rivers, each of which has been 
determined to be a part of the navigable waters of the United States; will 
affect the interests of interstate commerce; will flood certain public lands of 
the United States; and will require for its construction a license from the 
Commission. (First Iowa Hydro-Electric Cooperative v. Federal Power 
Commission, 328 U.S. 152) First Iowa Hydro-Electric Coop_-_------- 5 FPC 

2. GENERAL. 


The grant of a license to develop water power in a navigable stream is 
in the nature of a franchise. Alabama Power Co_._..----.------ 1 FPC 

The river being a navigable water of the United States, came within the 
constitutional control of Congress, and that control could be relinquished 
only by an express act of Congress. Pennsylvania Water and Power 
Co... 122ml nie die. J bon ai olticn cotlmugecekd 2 FPC 

Respondent cannot maintain that because it has set up an obstacle to 
continuous interstate transportation, it has therefore taken the stream out 
of the control of Congress.’ ofdeus 222 suvdealigescusuus os ise Sheed 

Where the declarant, a wholly owned subsidiary of the Aluminum Com- 
pany of America, after filing a declaration of intention pursuant to Section 
23(b) of the Federal Power Act to construct a hydroelectric project, known 
as the “Fontana Project,’ on the Little Tennessee River, upon which a 
finding was made by the Federal Power Commission that the interests of 
interstate commerce would be substantially affected by the construction 
and operation of the proposed project, instead of applying for a license in 
accordance with the Federal Power Act, asked for a rehearing, despite 
the fact that it had previously insisted on the need for the project for 
defense production, and, after a rehearing was granted, failed to proceed 
with the rehearing and sought to withdraw its declaration of intention, a 
petition for discontinuance of the proceeding will be denied and the rehear- 
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ing will be ordered to proceed. Nantahala Power & Light Co... 2 FPC 389, 391 


The actions of the declarant in filing a document entitled ‘Withdrawal 
of Declaration of Intention and Petition for Discontinuance of Proceeding, 
Without Prejudice,” and a similar withdrawal after a similar determination 
on a declaration of intention by the Federal Power Commission concerning 
a project of another subsidiary of the Aluminum Company of America, 
whereas in two cases where the Federal Power Commission found that the 
interests of interstate commerce would not be affected, such construction 
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NAVIGABLE WATERS—Continued 
2. GENERAL—Continued 


has been undertaken, shows a complete unwillingness to accept the regu- 
Dams’ TROON CAE SRI On ee 

In accordance with the requirements of Section 23(b) of the Federal 
Power Act, declarant, a California corporation, operating as a public 
utility in north and central California, filed with the Commission a declara- 
tion of intention to construct a dam, tunnel, and hydroelectric power 
project, to be known as Pit 5, on the Pit River in Shasta County, Califor- 
nia. The matter thus presented called for a determination whether the 
interests of interstate or foreign commerce, or lands of the United States 
will be affected by the construction of the proposed project. Pacific Gas 
and Electric Co 

The issue of navigability is not eliminated from proceeding by the fact 
that application for license is based on occupation of public lands. Section 
4(e) of Federal Power Act requires the protection of navigability where 
existent. Wisconsin Michigan Power Co........---.----------- 3 FPC 

Section 23(b) of the Federal Power Act requires a dam proposed to be 
reconstructed to be licensed by the Federal Power Commission if located 
on a “navigable water” or, where not a “navigable water’’, if the interests 
of interstate or foreign commerce would be affected. A license is not 
required if the project is operated and maintained under and in accordance 
with the terms of a permit or valid existing right-of-way granted prior to 
June 10, 1920. Wisconsin Public Service Corp_........-..------ 3 FPC 

The filing of a declaration of intention under Section 23(b) of the Fed- 
eral Power Act to construct a water-power project, presents question as 
to whether the interests of interstate and foreign commerce would be 
affected by the construction and operation of proposed project works and, 
as a necessary corollary, what navigable waters of the United States would 
ie GETOCURE,, TOUPUIN TIE CdR wiimote tsp mmedeae baaeehs 4 FPC 

In a proceeding under Part I of the Federal Power Act to determine 
whether licenses are required for constructed and operating hydroelectric 
developments, the issues presented are whether any or all of the develop- 
ments occupy navigable waters or public lands contrary to the provisions 
of Section 23(b) of the Act, and whether any or all of them affect navigable 
waters of the United States. Montana Power Co_.....--------- 7 FPC 

The authorization by Congress and construction of the Fort Peck Dam 
does not constitute an abandonment by Congress of “navigability” past 
and above it, since the acts of a sovereign will be construed in its favor 
and alleged suspension of power of government respecting a matter of 
public concern must be shown in unequivocal language. Brown v. Dus- 
chene, 19 How. 183, 195; Belmont Bridge v. Wheeling Bridge, 138 U.S. 287, 
292-293; Louisville & Nashville R. v. Kentucky, 161 U.S. 677, 685-686. 
Nowhere here is there unequivocal legislative purpose to surrender any 
authority. In dealing with matters in this field, Congress has customarily 
Wied alnrimative, Girece Erasmas I. n,n omacnemecunter abeneree 

Commission finds that the three projects are operated and maintained 
by their respective owners so as to affect the navigable capacity of navi- 
gable waters of the United States. Aluminum Co. of America------ 13 FPC 


275 


Page 


390 


af sais carte sud 0s Ee hile oat Obs iaielaaadiaale semen baie aia 2 FPC 518, 520 


451 


496 


34 


168 


179 


30 








276 INDEX-DIGEST 


NAVIGABLE WATERS—Continued 
3. NAVIGABILITY. 


A finding by the Commission that the construction of a project on the 
New River would affect the interests of interstate and foreign commerce is 
supported by the facts in the record that New River is the principal tribu- 
tary of the Kanawha River, a navigable stream presently used in interstate 
and foreign commerce and that the Kanawha River is one of the principal 
tributaries of the upper Ohio, a navigable stream presently used in inter- 
state and foreign commerce. Appalachian Electric Power Co-_--.-- 1 FPC 

For the purpose of ascertaining what interests of interstate or foreign 
commerce may be affected below the proposed Tuckertown project, the 
Commission accepts the Congressional authorization of a 3.5-foot naviga- 
tion channel on the Peedee River from Smiths Mills to Cheraw and the other 
evidences of navigability of that section as definitely establishing the char- 
acter of the Peedee River as a navigable waterway of the United States up 
to.Cheraw.. Carolina Aluminum Co... 2. 0 eee 1 FPC 

Even if the present use of the Peedee River for navigation purposes is 
slight, the Supreme Court has long since pronounced the common sense rule 
that the commercial disuse does not change the legal character of a navi- 
gable river nor prevent future exertion of Federal control. IJd__ 503, 508 

The crucial test of the navigability of a stream is its susceptibility to such 
use as a highway of commerce rather than its actual use. Pennsylvania 
er Ge Peer COS ch eee ess eaawamtecacasaaes 2 FPC 

The susceptibility of a stream for navigation can be gathered from evi- 
dence concerning its physical characteristics by considering (1) the suf- 
ficiency of the water flow to sustain navigation; (2) the existence of a chan- 
nel more or less continuous, of sufficient width and depths to permit the 
passage of the means of navigation; (3) whether the general slope of the 
river bed, or the velocity of the water, is so great as to render the passage 
of boats impossible; and (4) whether such natural obstructions as falls, 
rapids, and shallows are so numerous or so serious as to render navigation 
impossible. Due weight may be given to expressed or implied findings 
contained in Acts of Congress improving the stream for navigation and 
similar findings of other authoritative governmental agencies. The actual 
existence of pleasure or other noncommercial navigation may constitute 
evidence of the susceptibility of a stream to commercial navigation. 


Evidence that a stream is used as an avenue of commerce is conclusive 
of its eupospuuuity fOr mdon Use. Fees o oS Se el ee ells ce 

The size of the means of transportation is not a criterion of navigability 
so long as travel or trade of a substantial and permanent character can be 
carried On, Jd.-...-- SrA ae Sig tahoe Leee SETAE eRe ehE tb me bweetd 

Having been used as an avenue of commerce, the Susquehanna River was 
and remained navigable water of the United States, and its character as 
such was not changed by any subsequent economic or geographic develop- 
ment resulting in commercial disuse of the river for navigation. Jd__...._.- 

Held, that the Susquehanna River is navigable water of the United States 
from above the Holtwood Project to the mouth of the river, and that the 
order in the case “appropriate, expedient, and in the public interest to con- 
serve and utilize the navigation and water-power resources of the region”’ 
under Section 4(g) is an order requiring respondent to apply for a standard 
form license under the Federal Power Act. 
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NAVIGABLE WATERS—Continued 
3. NAVIGABILITY—Continued 


Both prior and subsequent to improvements, the Connecticut River, in- 
cluding the part on which respondent’s project is located, has been used in 
the transportation of persons and property from one State to another and 
for transshipment and sale of such property in foreign commerce. Bellows 
DD ee RE a OE REE ee a To 2 FPC 

Evidence in an investigation instituted by the Commission under Section 
4(g) of the Federal Power Act of actual commercial navigation from colo- 
nial to recent times is held sufficient to establish that the Connecticut River 
from its mouth up to and beyond Bellows Falls, Vermont, has been used for 
the transportation of persons or property in interstate commerce and hence 
is navigable water of the United States, making it unnecessary to pass upon 
the evidence in the record as to suitability of the river for navigation, in 
terms of its physical characteristics, either in its natural or improved condi- 
tion, or other matters developed in the record which are necessary only if 
the stream is not navigable water of the United States. Jd_______._.___-. 

The evidence established that the project affected the navigable capacity 
of the Connecticut River at places where it was presently deemed definitely 
navigable and that the project otherwise affected interstate commerce 
through the transmission of electric energy. Jd__-_-.----------~-------- 

Applying the legal criteria as established by the decision of the Supreme 
Court of the United States in the New River Case for determining whether 
a stream constitutes navigable water of the United States within the mean- 
ing of the Federal Power Act, the Commission found the Connecticut River 
to be navigable water of the United States up to and beyond Bellows Falls, 
Vermont. Id 


The Pit River, a tributary of the Sacramento River contributing 73 per- . 


cent of the flow of the Sacramento below the mouth of the Pit, was formerly 
used for the transportation of logs, cants, cordwood, and other timber in 
substantial quantities from a point upstream from the proposed project 
down to the mouth, and thence down the Sacramento. Pacific Gas and 
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TI i ssth-xs date ata cin ike ed es 0, a ee a tare 2 FPC 519, 520 


Streams that have been used and are suitable for use in the transportation 
of persons or property in interstate commerce are navigable waters of the 
United States under the Federal Power Act. Wisconsin Michigan Power 
Sie katae 3 FPC 

The floating of logs, in the course of a continuous movement from one 
state to another, is interstate commerce. There is nothing in the Power 
Act nor in the long history of judicial interpretation of the Commerce Clause 
requiring a showing of the employment of vessels or watercraft. 
TM 9 startle teats erie tem ated nut segitiaiaaiecen edie techie mepanmiaeacnat 

The long, regular, persistent, and commercially important and successful 
use of the Menominee and Michigamme Rivers for transportation of timber 
and forest products from points in the Upper Peninsula of Michigan to mills 
in Wisconsin and Michigan, and after manufacture, to markets over a large 
part of the United States, is established by the record and requires a holding 
that they are navigable waters of the United States. Jd____.___-------- 

A stream is navigable if it is used or is susceptible to use as a highway for 
commerce. Overwhelming evidence found of navigation use of the Wiscon- 
sin River throughout its entire length and of its connection with other 
streams by which interstate commerce has been carried on for many years. 
Wisconsin. Public Service Corp... ...-...--.------<---- = sc a 
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NAVIGABLE WATERS—Continued 
3. NaviGaBILITy—Continued 


If the Wisconsin River was navigable prior to construction of dams for 
maintenance of which Federal authorization has not been obtained, the 
dams may be abated, and their presence in the stream does not in any way 
constitute a bar to a finding of navigability nor to an assertion of Federal 
jurisdiction. Id f 

Regular use of the Wisconsin River over a long period of years for the 
transportation of large quantities of logs, lumber, rafts, and other forest 
products to mill and market to points within the State of Wisconsin and in 
other states compels the conclusion that the river is navigable throughout 
its entire length. Further the interests of interstate commerce would be 
affected by the reconstruction proposed by declarant. Jd____.___-----.-- 

The Oconee River held navigable from Milledgeville (4.3 miles below site 
of proposed project) to its mouth, and the Oconee, and Altamaha into 
which it empties, though wholly within the State of Georgia, held to form a 
navigable water of the United States from Milledgeville to the sea, over 
which persons and property can be and have been carried in interstate 
commerce, and with which connections may be and have been made at the 
lower end of the Altamaha, with interstate trade over the Intracoastal 
Waterway and with coastwise and foreign trade at the ocean ports, and 
a license required. Georgia Power Co___..-..------------------ 4 FPC 

It has long been established that a river must be regarded as a public 
navigable river in law if it be navigable in fact. If the actual navigation 
consists of transportation of persons or property in interstate commerce, it 
follows that the river is a navigable water of the United States. Actual 
use need not be continuous, and past as well as present use will suffice. 
I TO si a at nae oon anne aie 7 FPC 

Actual use of a stream by any kind of vessel or even for floating of logs 
may serve to establish its status as a navigable water of the United States. 
Nor need the use be commercially important. Only if actual use has been 
insubstantial in character is there a necessity to inquire whether the stream 
is one “‘suitable for use’”’ within the meaning of Section 3(8) of the Federal 
Power Act. The test of “suitability” affords a much wider range, for it is 
not limited to the mere manner or extent of actual use, but includes susceptibil- 
ity or capability of use by the public for purposes of transportation and 
I Oi i ed pbc Ae rang ae ial apatite a 

Navigability of waterways is to be determined “either in their natural or 
improved condition.”’ There has never been doubt that the navigability 
referred to in the cases was navigability despite the obstruction of falls, 
rapids, sandbars, carries, or shifting currents. (United States v. Appala- 
chian Electric Power Co., 311 U.S. 407, 409.) IJd_.------------..-------. 

Past actual use of the Missouri River from its mouth to Benton over- 
whelmingly establishes the status of this part of the stream as a “‘navigable 
water” of the United States and within the meaning of Section 3(8), there 
remaining no need to inquire whether it is‘‘suitable for use.’?’ IJd___.------ 

In its entirety, the Congressional definition of ‘‘navigable waters” in 
Section 3(8) of the Federal Power Act seems largely a combination of 
judicial criteria respecting navigable waters of the United States. 


Decisions of the Supreme Court of the United States have made it clear 
that interruptions of falls and rapids do not destroy navigability. Economy 
Light Co. v. United States, 265 U.S. 113, 122; United States v. Appalachian 
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NAVIGABLE WATERS—Continued 
3. NaviGaBILiry—Continued 


Power Co., 311 U.S. 377, 408-409. Furthermore, the Act’s definition of 
“navigable waters’ expressly includes all ‘‘falls, shallows or rapids compel- 
ling land carriage” where the stream is used or suitable for use notwith- 
standing such interruptions between the navigable parts. Jd____...._--_- 

From a consideration of all the facts in the record, actual use alone shows 
the Missouri River to be a “‘navigable water” of the United States and 
within the meaning of Section 3(8) of the Act, at least as far upstream as 
Stubbe Rewee. | §G- shes. dic bdkeivecdutaalu sain couse ves ueeanaee tn 

The Missouri River in the Great Falls section, as well as downstream 
to its mouth and upstream to Stubbs Ferry, is a “‘navigable water’’ of the 
United States and within the meaning of Section 3(8) of the Federal 
POWER: Bile hb inn ccinpiinAa ts chcieiakn paint dateaeben neste st S36 

Examination of physical characteristics and authentic instances of actual 
use clearly show that the Missouri River in its natural state was suitable 
for use for the transportation of persons and property in interstate com- 
merce from Benton to Three Forks with a land carriage around the Great 
Palle: | Fe ccitied « asinine dette dad itp Ache naa len Baa eed 

In applying the test of improvability, there must be a balance between 
cost and need at a time when the improvement would be useful. That is 
not to say that improvability must be measured only in the light of cur- 
rent or prospective economic considerations and commercial conditions. 
It is not necessary that the improvement “be actually completed or even 
authorized.” United States v. Appalachian Electric Co., 311 U.S. 377, 
CT Finacial ca bakin cater a ee 7 FPC 

Even if part of the Missouri River were not ‘ ‘suitable for use” in its natural 
state, it could be made so in its “improved condition” within the meaning 
of Section 3(8) of the Federal Power Act. Jd_._..-_-..-------.-------- 

Congressional authorizations for improvement bring the Missouri River 
to Stubbs Ferry even more surely within the Act’s definition of “navigable 
waters.” It is not necessary that the improvements be actually completed 
OF OVOR BUENOTIIUE. [bh iceicae den cans dads tne On bee 

The Missouri River is a “navigable water” of the United States, and 
within the meaning of Section 3(8) of the Federal Power Act, and Con- 
gress has not “‘abandoned”’ navigability or relinquished any of its power 
to regulate the Missouri River as a ‘‘navigable water.”’ IJd___-_-...---- 

Commission found that because of long period of commercial use of 
Sacandaga River for logging and lumber transportation it is navigable 
in fact, as that term has been construed by State and Federal courts and 
by Commission. New York Power and Light Corp_----- 1240 nd 8 FPC 

Where forest products comprising a large fungible mass have moved 
annually along well-defined paths in a stream or flow of commerce to 
wholesale markets serving several States, there is presumption of interstate 
commerce raised which attaches to all of the substantial components of 
Che MOG | £6 < o56 se cerct ies ousls- tes ee L cea uae 

Under Section 3(8) of Federal Power Act, Sacandaga River is “suitable 
for use” in interstate commerce by public for purposes of transportation 
and commerce from points in New York State to other States and to foreign 
countries and is navigable in law. Jd........-...-------------------- 

Since Sacandaga River is a navigable water of United States, construc- 
tion of proposed project may not be commenced lawfully until declarant 
has a license under Federal Power Act. 
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NAVIGABLE WATERS—Continued 
3. NAavIGABILITy—Continued 


There being no evidence indicating Kern River is navigable water of 
United States or that operation and maintenance of project affects interest 
of interstate or foreign commerce, Commission jurisdiction is based on 
occupancy by project of lands of United States reserved for national forest 
purposes in 1893. Southern California Edison Co : 

Raquette River is navigable water of United States, from its confluence 
with St. Lawrence River to at least Piercefield at about mile 91. Central New 
York Power Corp 

A river is a navigable water of the United States when the river has been 
used for the transportation of logs in interstate commerce and the running 
of shallow boats even though the river has not been in actual use for such 
commerce for some time. Winter Electric Light & Power Co 

Commission orders amendment of the application of Winter Power Co., 
licensee for a partly constructed major project, to include therein findings 
under Section 4(e) of the Federal Power Act respecting navigability of the 
stream occupied by the project and the effect of the project on the interests 
of interstate or foreign commerce. 

Commission finds that the Namekagon River is a navigable water of the 
United States, and thus subject to the licensing power of the Commis- 
sion under Section 4(e) of the Federal Power Act. Namekagon Hydro 


Commission concludes that the Klamath River constitutes navigable 
waters of the United States, and consequently the proposed project and 
the five existing projects are subject to the licensing authority of the Com- 
mission under Part I of the Federal Power Act. California Oregon 

13 FPC 

Commission finds that the Little Tennessee River is a navigable water 
of the United States from its mouth to at least the mouth of Abrams 
Creek. Aluminum Co. of America 

Commission finds that the Saco River is a navigable water of the United 
States. Central Maine Power Co 

4. UNLAWFUL CONSTRUCTION AND OPERATION. 


The maintenance and operation without a license under the Federal 
Power Act of a project constructed between 1905 and 1909 in a navigable 
water of the United States without authority granted prior to June 10, 
1920, is unlawful. Pennsylvania Water and Power Co 

The question whether a proposed transfer of an unlicensed hydroelectric 
generating project operated and maintained in apparent violation of the 
Federal Power Act could be found consistent with the public interest was 
obviated, since, simultaneously with the filing of the application for author- 
ization to transfer, applicant filed application for a license for the facilities 
proposed to be sold and agreed to accept such licence as the Commission 
might lawfully authorize. Olcott Falls Co 

Since certain facilities of one of the applicants include a hydroelectric 
development on navigable waters of the United States (In the Matter of 
Bellows Falls Hydro-Electric Corporation, 2 FPC 380) operated in violation 
of the Federal Power Act, applicant had been required to make due appli- 
cation for a license for such development, pursuant to Part I of the Federal 
Power Act, and to accept such license as might lawfully issue. Such 
application and agreement to accept being filed prior to hearing, the issue 
was removed from the proceeding. Question as to lawfulness of operation 
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NAVIGABLE WATERS—Continued 
4. UNLAWFUL CONSTRUCTION AND OpERATION—Continued 


of other unlicensed projects of applicants on other streams saved for 
future consideration by Commission. Western Massachusetts Electric 


In a proceeding under Part I of the Federal Power Act to determine 
whether licenses are required for constructed and operating hydroelectric 
developments, the issues presented are whether such developments occupy 
navigable waters or public lands contrary to Section 23(b) of the Act, 
and whether they affect the navigable capacity of navigable waters of the 
United States. Montana Power Co 

Section 4(e) of the Federal Power Act is sufficient to comprehend 
issuance of licenses for ‘‘constructed”’ as well as proposed projects in non- 
navigable streams where the interests of interstate commerce are affected. 


Section 4(g) of the Federal Power Act empowers the Commission to 
require licensing such a project so long as its order is “appropriate, ex- 
pedient, and in the public interest.’ 

The Federal Power Act of 1935, Part I, Section 4(e), is sufficient to 
comprehend issuance of licenses for ‘‘constructed”’ as well as proposed proj- 
ects in non-navigable streams where the interests of interstate commerce 
are affected. Likewise Section 4(g) empowers the Commission to require 
licensing of such a project so long as its order is “appropriate, expedient, 
and in the public interest to conserve and utilize navigation and water- 
power resources of the region.” Id 


NET INVESTMENT. 
See RATE BASE, 8. Vatvarion. 


OFFICERS AND DIRECTORS. 


An investigation instituted by the Federal Power Commission under 
authority of sections 301(c), 307 and 311 of the Federal Power Act into 
the activities of the holding companies of the Associated Gas and Electric 
Company system dominated by Howard C. Hopson and his associates, 
during the period 1929 to 1938, conducted with the active cooperation of 
the Pennsylvania Public Utility Commission, discloses, in addition to 
obstruction of the inquiry, the following abuses: 

(1) Exaction of unwarranted charges from companies in the Associated 
System through manipulation of the “(Hopson Service Companies” and 
related devices 

(2) Similar exactions by Associated ‘System Service Compa- 


(3) Syphoning of funds from operating companies through the “Utility 
Clearing Corporation’”’ device 
(4) Manipulation of employees’ ‘Welfare’ and other similiar 


(5) Excessive administrative and general expenses. Metropolitan 
Edison Co 

In passing upon applications filed under section 305(b) of the Federal 
Power Act for authorization to hold interlocking directorate positions, 
the Federal Power Commission is required to inquire into and determine 
whether public or private interest will be adversely affected by the holding 
of such positions. John Edward Aldred_____------ 


512-874-6720 








282 INDEX-DIGEST 


OFFICERS AND DIRECTORS—Continued 


The evils sought to be remedied by section 305(b) of the Federal Power 
Act are: 

(1) Control over a large number and geographically widespread public 
utilities by a small group of individuals with perhaps a minimum of 
investment; 

(2) The evasion by means of common control of competition resulting 
in higher costs and poorer services to consumers; 

(3) The lack of arm’s-length dealings between public utilities and organi- 
zations furnishing financial services or electrical equipment; 

(4) The employment of dummy directors designated solely for the 
purpose of executing the orders of those in control, and nominal directors 
who give little time and attention to the affairs of the companies; 

(5) Violations of laws, ethics and good business practices by those hold- 
ing such interlocking positions whereby such relationship is employed for 
their own benefit or profit, or for the benefit or profit of any other person 
or persons and to the detriment of the companies, their security holders or 


Page 


the public interest. Id 260, 261 


The burden of showing that neither public nor private interest will be 
adversely affected by an applicant’s holding interlocking directorate 
positions. is unon the Anioens, «16 oceans scan ecassi nes aapcce-se---- 

Applications for authority to hold interlocking directorate positions 
will be denied upon a showing that by reason of personal relationships a con- 
tinuing opportunity exists for applicants to act in a manner adverse to 
IDC ON HIVRLO DUNNER. Bibcoa's aR ig ck dcencdu stu cacwchectece 

The recognized ability of applicant cannot overcome the fact that the 
applicant has neglected his essential duty as a director of attending directors’ 
meetings and therefore cannot be found to be properly performing the duties 
seeompenying the position. 1¢..-.... <s<6sscqusneeimwsreranseesepees 

One holding a directorship in a corporation (a public utility under the 
Federal Power Act) should attend the meetings of the board, participate 
in the discussion and disposition of matters presented for consideration so 
that he may know, at first hand, its program and its problems and give to 
such meetings the benefit of his independent and uninfluenced judgment. 
A director is intended to be not a representative of the management, but 
of the stockholders, and should actively participate in the affairs of the 
company so that they may be conducted for the best interests of the 
company and of those by whom he was elected. Jd 

Where it is shown that an applicant seeks authorization to hold positions 
in companies which have interests conflicting with another company of 
which applicant is an employee and under such circumstances that the 
applicant will not exercise independent judgment in case of conflict of 
interests, the authorization to hold such positions will be denied. 
Fle va cn gt apc oe awa meen ipa sem nea aie ee iM 

In an investigation into the conduct of the president of a public utility 
in connection with a proceeding, it was found that he directed payment of 
$4,200 to a former employee of the Commission in violation of a rule of the 
Commission forbidding practice before the Commission by such employee 
within one year after termination of his employment with the Commission, 
without any good reason or any return for such payment and without 
disclosing such employment to the Commission, and then charged the fee 
paid to the operating expenses of the public utility, thus placing the burden 
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OFFICERS AND DIRECTORS—Continued 


of the payment on the rate-payers, and thereafter refused to testify as to 
the facts of such employment of said former employee, after expressing a 
willingness so to do. Held that he violated his duty as an officer of a 
public utility to serve the public interest and should be censured and con- 
demned for said conduct. F. M. Durrance, C. D. Waterman, and R. B. 
MatDeta) ss 52 28s Actes eee eat a OI eee 2 FPC 

Section 305(a) of the Federal Power Act makes it unlawful for any 
officer or director of a “‘public utility” to participate in the making or paying 
of any dividends of such public utility from any funds properly included in 
capital account. Minnesota Power & Light Co___.-._-._--------- 3 FPC 

Manufacturers of conveying machinery, coal-handling equipment and 
industrial ball-bearing units is not a supplier of “electrical equipment” 
within the meaning of section 305(b) of the Federal Power Act. Leroy S. 
DOU ONCN G5 nals aba tiat dtp Seatac ata acEE GS ar 17 FPC 


ORDER TO SHOW CAUSE. 
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See LICENSE, 4. Cance.titation; PRACTICE AND PROCEDURE, 11. Or- 
DER TO SHow Causz; ACCOUNTS AND ACCOUNTING, 8. Orper To SHow 


CAUSE. 


POLITICAL AND LEGISLATIVE EXPENDITURES. 
See ACCOUNT AND ACCOUNTING. 


PRACTICE AND PROCEDURE. 


1. ATTORNEY. 

Respondent violated Sec. 1.7 of the Commission’s Rules of Practice and 
Regulations by receiving fees for employment as an attorney within one 
year of severance of his employment with the Commission, from a public 
utility engaged in a pending rate matter before the Commission, even 
though respondent was not made an attorney of record, did not appear at 
the hearings, and did not work for the public utility at any time, with the 
possible exception of a little reading of the record in its rate proceeding be- 
fore the Commission. F. M. Durrance, C. D. Waterman, and R. B. 
MatDemthh. 1. vc Siicks intone eee 2 FPC 

Upon investigation of the Commission, it was found that respondent 
Durrance, a former attorney-examiner of the Commission, violated Sec. 1.7 
of the Rules of Practice and Regulations of the Commission forbidding a 
person who had served the Commission as examiner or other employee from 
practicing, appearing, or acting as counsel before the Commission, or in 
any manner or by any means aiding or assisting in the prosecution of any 
matter or proceeding within one year next after the separation of the said 
person from the service of the Commission. IJd__-.-.------------------ 

The respondent, apart from his violation of Sec. 1.7 of the Rules of 
Practice and Regulations above referred to, by his duplicity in sending a 
telegram to the president of said public utility referring to conferences and 
investigations which he had never had and stating that said conferences so 
far indicated matters were advancing satisfactorily, failed to conform to 
the standards of ethical conduct required of practitioners before the Courts 
of the United States, as required by Sec. 1.6 of the Rules of Practice and 
Regulations of the Commission, and, therefore, the Commission barred 
respondent from practice before it. Id.........-..----...----.------- 
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PRACTICE AND PROCEDU RE—Continued 
1. ArrorNngEy—Continued 


In an investigation into the conduct of the attorney for said public 
utility in said rate proceeding, it was found that, though he was not privy 
to the employment of respondent Durrance, he later acted as agent for the 
payment of $2,500 additional ‘‘compensation”’ to said former employee of 
the Commission contrary to the rule of the Commission forbidding such 
employment, knowing that said payment was based on false statements 
contained in the telegrams above referred to sent by the former employee 
to the then president of the public utility, and failing nevertheless to advise 
the public utility or its then president of the falsity of said statements. 
Held that he violated the duty he owed as an attorney to his client, the 
public utility he served, and his responsibility to his profession; and that 
he should be censured and barred from practice before the Commission for 
WS Cs ae sn ale anaes eee 

See COST, 17. Lzecau Frszs. 

2. BurpEN oF Proor. 


Where applicants seek an order declaring that they are exempt from the 
Commission’s jurisdiction, the burden of proof is on them to show that they 
do not come within the purview of the Natural Gas Act. Continental 
ow hsk inc awa re aean eee > ae ta mene ae emai eters 15 FPC 

When deciding a motion to dismiss made at the conclusion of an appli- 
cant’s direct case, every presumption and inference reasonably to be drawn 
from the evidence and any question of Commission discretion not deter- 
mined definitively at the time of the motion must be resolved in favor of 
the respondent to the motion to dismiss. Midwestern Gas Transmission 
OD = ashlee nc oie” ane aca ee eaten haere eo 16 FPC 

See COST, 11. Evipencp anp Proor. 

3. CONTINUANCE. 


Commission continues hearing in an independent producer rate case for 
the purpose of permitting staff to prepare a complete cost of service, which 
would include an original cost study. Southern Production Co.. 17 FPC 

4. Decision PRocEDURE. 


Rehearing and rescission of Commission’s order omitting intermediate 
decision procedure denied. Mississippi River Fuel Corp- ----- -- 11 FPC 

Commission designated this opinion as a tentative decision pursuant to 
section 8(a) of the Administrative Procedure Act and section 1.30 of the 
Commission’s rules of practice and procedure. Texas-Ohio Gas Co. 12 FPC 

Requisite statutory findings made for the omission of the intermediate 
decision procedure. Houston Texas Gas and Oil Corp__...----.. 17 FPC 

Commission may waive the intermediate decision procedure, since the 
present stage of the proceeding is still part of the determination of an appli- 
cation for an initial license. Public Utility District No. 1 of Chelan County, 
WEIN. ok cee en og ie Sacre ee Ee ree be See SEBO aE Ne eC 18 FPC 

An application for abandonment under Section 7(b) of the Natural Gas 
Act constitutes an “application for initial license’’ within the meaning of 
Section 8(a) of the Administrative Procedure Act, and therefore it is proper 
to omit the intermediate decision procedure. Texas Eastern Transmission 
CNP. Cola eet eee ee ee el cee Tere oon ake baa te eee 18 FPC 

Case remanded to examiner for an intermediate decision after Court of 
Appeals held that the abandonment application was not an application for 
an initial license and did not become so by being consolidated with an ap- 
Suneniany Cot WOW EOGNOOR:. 16. Som. nce scceccnccceccutanenad 18 FPC 





Page 


476 


635 


486 


529 


290 


30 


310 


28 


149 


779 





| 
| 
' 








INDEX-DIGEST 


PRACTICE AND PROCEDURE—Continued 
5. EvIpENCE. 


Inability of a witness to supply vital details, respecting the fundamentals 
of exhibits relied upon, goes only to the weight of the testimony and the 
reliability of the exhibits. Atlantic Seabord Corp_--__---------- 12 FPC 

In the conduct of hearings and proceedings under the Federal Power Act 
the technical rules of evidence need not be applied. South Carolina Genera- 
ing Co.22US03 82S3 S13. eu td aol Jas ane 14 FPC 

Under section 1.26 of the Commission’s rules of practice and procedure 
where evidence is relevant and material to the questions at issue, the tech- 
nical rules of evidence need not apply. Continental Oil Co____-- 15 FPC 

Evidence constituting a method of arriving at cost should have been pre- 
sented as part of Natural’s case-in-chief and not as rebuttal testimony. 
Natural’ Gas Pipeline Cow... soles Ol seu at seuivou. 17 FPC 

Intervener is not precluded from contesting, in the instant proceeding, 
applicant’s showing as to gas reserves because (1) this evidence does not 
constitute a collateral attack on a previous administrative determination, 
(2) res judicata does not operate here, and (3) intervener is not estopped 
because this evidence was not introduced in the prior proceeding. Teras 


Hastern Tyamansbasseth Catt. ori on end stern cae nteee sega 17 FPC 
Evidence relating to the field price paid after the end of the test period 
ruled admissible. Panhandle Eastern Pipe Line Co_.-.----.----- 17 FPC 


Evidence relating to issue previously decided in a declaratory order in 
another case, adversely to petitioner’s contention here, ruled admissible in 
this’particular case. Michigan Wisconsin Pipe Line Co----- ~an 14 FEC 

The law does not require that a staff witness submit a recommendation 
of what he considers to be a reasonable rate of return. Olin Gas Transmis- 
SON CUR 80 5 4a tie dec gad iene eet tea tonninrs sole tad tibiae 17 FPC 

There is no provision in the Commission’s Rules of Practice and Pro- 
cedure which authorizes the incorporation of additional evidence in the 
record subsequent to the close of the hearing, under the precise conditions 
involved here. Tennessee Gas Transmission Co__-_------------- 18 FPC 

Staff’s objection to the exhibit goes to the weight to be accorded such 
exhibit rather than to its admissibility into evidence. American Louisiana 
ROS PG sei pial megs aetna eaeae Sl aici 18 FPC 

Intervener is not allowed to make an affirmative case in support of its 
intervention in a negative manner through cross-examination of applicant’s 
witnesses rather than directly through its own witnesses. Jd___.._____-_- 

See ACCOUNTS AND ACCOUNTING, 6. Evipence. 

6. FINALITy oF ORDER. 

Commission rejects contention of Northern that Opinion No. 228 is not 
a final order, on basis of court decision that a Commission order is presump- 
tively valid when issued and continues to be so until set aside by Commis- 
sion or by the courts. Northern Natural Gas Co__-_-.--.---- -- 11 FPC 

7. GENERAL. 

In passing upon applications under the Federal Power Act, the Commis- 
sion must, as a preliminary matter, decide whether the application is 
properly filed and only if it is of the opinion that the applicant seeks Com- 
mission action which may properly be given under the statute may the Com- 
mission consider the application upon its merits. Whether such determi- 
nation is open to a de novo review in the courts or not, the applicant will be 
deprived of no substantive rights. Kansas Gas and Electric Co...._ 1 FPC 
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PRACTICE AND PROCEDURE—Continued 
7. GENERAL—Continued 


Memorandum opinion issued to make public record of basis upon which a 
reduction in rates was made and the manner in which it was achieved. 
Memphis Natural Gas Co. . . 2-26 oso ae bawinenetinveonHndilerne 3 FPC 

The manner and method of conducting investigation of proposed con- 
struction by declarant under section 23(b) of the Federal Power Act has 
been left to judgment and discretion of Commission. First Iowa Hydro- 
Hlectric:Cobporattvhis.s acs initia pales suwsinsuncuss «edt de-aiides 5 FPC 

Applicant’s request, after hearing, for temporary certificate authorizing it 
to proceed immediately with portion of installations involved dismissed since 
by action it has become moot. Tennessee Gas and Transmission 
Go. .~ aseuoutitesds igtiule..séciad nee -nideosisep ietwdate dee 6 FPC 

While form of petition relates only to amendment of license by striking 
out provision thereof, substance thereof relates to contemplated acquisition 
of so-called water rights for sum in excess of $728,000. Commission will 
consider substance rather than form of petition. Niagara Falls Power Co_ 

8. HEARING. 


Commission is not required to hold a hearing prior to making a request 
for inventory and cost statements under Section 6(b) of Natural Gas Act. 
DRONE, ooo oen acu cocctetoesnceter ete setta lean 1 FPC 

Natural-gas companies which have been accorded and have properly taken 
advantage of every opportunity to present all reasonably essential evidence 
relating to jurisdictional and substantive matters and have had a full 
opportunity to present oral argument and file briefs, have presented all 
evidence that they deemed pertinent upon the question of fairness and 
reasonableness of their rates and were given full opportunity to cross- 
examine all witnesses and offer rebuttal testimony, have had a full and fair 
hearing, and the constitutional requirements of due process have been met. 
They cannot be heard to complain that they have not yet been able to 
examine on redirect their own witnesses who have not yet been cross- 
examined nor is it essential on the motion for an interim order that they be 
permitted to cross-examine or rebut opposing witnesses not yet offered. 
Illinois Commerce Commission v. Natural Gas Pipeline Co. of 
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FI as ss CE rahe OL See ieee Secs ck 2 FPC 224 225 


Hearings held concurrently before the Commission trial examiner and a 
Commissioner of the New York Public Service Commission, not a joint 
hearing, do not preclude independent action by each Commission. Godfrey 
Ea 2 tS Ee et See eS 3 FPC 

Supplemental application to abandon and remove a pipeline filed only three 
days before the date of hearing on applications to abandon service cannot 
be disposed of, but must be taken up at a further hearing, pursuant to 
section 7(b):of the Natural Gas Act... Idiscio sn ness Secedunnni cece dules 

Section 23(b) of Federal Power Act does not require notice or opportunity 
for hearing and it does not appear that State of Iowa has suffered any legal 
injury in violation of a statutory or constitution requirement for notice of 
filing of, or opportunity for hearing on, a declaration of intention filed 
pursuant to section 23(b). First Iowa Hydro-Electric Cooperative.. 5 FPC 

The issue respecting public lands is properly raised in this proceeding, 
and the record makes it clear not only that the issue is present but also 
that Respondent was afforded ample time and full opportunity to meet that 
issue. Montana Power Co 
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PRACTICE AND PROCEDU RE—Continued 
8. Hearinc—Continued 


Held clear that respondents had a fair hearing on adequate notice. 
Poenasylednia Water’ & Power Cé2! 2 2222222. EL Ee 8 FPC 
Northern is found to have had a full and adequate hearing on issues 
involved in staff’s motion to dismiss. Northern Natural Gas Co__. 11 FPC 
Commission finds that issues sought to be dismissed by motion of staff 
counsel &£nd motions of interveners were decidéd in opinion and order issued 
June 15, FOG RR TE Se As Os OOM FSO s SHOT SY 
Opinion No. 264 is not an adjudication of any issue as to the lawfulness 
of the rates filed by the Cincinnati Company. Treatment of Federal Income 
Fame. oe a SE8 Se ee os ee sot ee 13 FPC 
Commission grants rehearing on the issue of whether substitute facilities 
authorized by amendatory order will better serve public interest than 
facilities originally authorized by Commission order. Teras Eastern 


Tranentission' Corp) 60100 8 be vue shot fee olan sueuipey 14 FPC 
Commission determines that statutory hearing required by section 7 of 
the Natural Gas Act has beén held. Hassie Hunt Trust___-_----- 14 FPC 


Under the law stated in the Ashbacker case, a comparative hearing is re- 
quired on applications which are competitive and mutually exclusive, but 
applicant may be denied a certificate without a comparative hearing, if the 
record after giving effect to all presumptions and inferences will not permit 
granting it. Midwestern Gas Transmission Co_____-.-..-------- 16 FPC 

The only hearing required to support the imposition of a reasonable 
condition to the issuance of a certificate is the hearing on the certificate 
application itself. Houston Texas Gas and Oil Corp_._-.------- 17 FPC 

9. INTERVENTION. 


In proceeding upon application for certificate Commission has authority 
to condition certificate if the issue with respect to other natural gas service 
is properly and adequately raised through filing of petition for leave to 
intervene and leave to intervene is granted, and, Provided further: That 
record of proof is found sufficient under section 7(c) to permit attaching of 
such condition to certificate. Texas Eastern Transmission Corp_... 8 FPC 

Virginia REA cooperatives, as interveners, found to have made no 
showing under Federal Power Act that they would be aggrieved by approval 
of pending application. Virginia Electric and Power Co____..___._ 10 FPC 

Applications of Northeastern and Tennessee to intervene in docket No. 
G-—1319 dismissed for lack of further legitimate interest justifying participa- 
tion where questions relating to competition for New England markets, 
which formed basis for permitting the interventions, had been decided pre- 
viously by Commission in its opinion, 9 FPC 271, in which proceeding both 
Northeastern and Tennessee had been parties of record. Northeastern 


GES TIO Ce ons on rn nha iend ce oa sane 10 FPC 
Customer of a customer is not allowed to intervene in a pipeline merger 
case. Tennessee Gas Transmission Co_..........-.-.--.------- 13 FPC 


Intervention denied in certificate proceeding where petitioner alleges 
that gas to be transported is gas within supply area of petitioner’s system 
and would likely be purchased or transported by petitioner except for 
proposed certificate. American Louisiana Pipe Line Co-_-_-_-__---- 13 FPC 

Petitions to intervene by existing customers denied where pipeline 
certificate application was based on transportation agreement and the 
other additional capacity was to enable applicant better to meet its present 
commitments. Transcontinental Gas Pipe Line Corp___-------- 13 FPC 
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PRACTICE AND PROCEDURE—Continued 
9. INTERVENTION—Continued 


Questions raised by petition to intervene are not in issue upon an appli- 
cation for preliminary permit. Montana Power Co__-_--.-~.- 13 FPC 
Coal interveners allowed to cross-examine witness for power company 
which presently used oil for the generation of electricity and would if a 
certificate were granted use natural gas for such purpose. South Georgia 
NatureliG@as Gliscc-un sisitineaidnlisinuhaaes cerneeides acted 13 FPC 
Failure to present timely petition to intervene, or to aver circumstances 
from which ‘good cause’’ could be found requires that the petition to 
intervene be denied. Texas Gas Pipe Line Corp_-_-.....--.----- 13 FPC 
Minority stockholder not allowed to intervene in merger case where 
other stockholders of company had proposed acquisition by merger. 
Tennesoos: Preteatia®: Ces sss «6s sew titond -lew-enes -pretainense 13 FPC 
Intervention denied in “grandfather’’ producer certificate case, where 
petition raised questions concerning the inclusion of automatic price increase 
clauses in producer contracts. Lexia Buchanan__---_..-..------ 14 FPC 
An intervener may rely upon the allegations in his petition to intervene, 
and, if the allegations in the petition are not disproved, the Commission 
is precluded from finding that such interest does not in fact exist. Texas 
Eastern: Zan emebied COD ess ait ans wn rin cn snes eer adoviceb—e 17 FPC 
Petitioner’s basic contention that an intervention as of right need not be 
in the public interest is without merit. Southern Natural Gas Co__ 18 FPC 
10. Orricrat Notice. 


The Commission takes judicial notice that the period during which 
most of such facilities were constructed (1925-27) was one of relatively high 
prices. Interstate Power Company and Albany Lighting Co___----~- 2 FPC 

The Commission may take judicial notice of the fact that ‘‘net investment”’ 
in this case does not exceed the ‘fair value’’ of the project. Safe Harbor 
Weller Pome Lc ktides ep eS cdaswclh) vetoes wistacnchash 2 FPC 

Presiding examiner may take official notice of orde: rs of the Commission. 
Willmut Gas & Oil Co v. United Gas Pipe Line Co .._-.-------- 12 FPC 

A fact cannot be judicially noticed, if there is any doubt whatever either 
as to the fact itself or as to its being a matter of common knowledge. The 
Ailantin: Rahning: Cesc cwes odalocicun <orddataikinknle qauuett bawdwe. 14 FPC 

An administrative agency may take official notice of its own prior orders 
but any party to the proceeding may rebut the facts found and the pre- 
sumptions raised by the facts officially noticed. Continental Oil 
Cec dnastinnn~beainddiadd<aab said exnuee~a} acitetnn~annite 15 FPC 

11. OrnpER To SHow Cause. 


Respondent’s failure to deny recitals in order to show cause in its response 
is an admission of the truth of the recitals. Mississippi Power & Light 
Os er Be ba Bib ia ites cicasecatasecccasared 20k 3 FPC 

Respondent’s request for additional time to make revised reclassificaiion 
and original cost studies denied in the absence of a showing that it has, in 
good faith, made a reasonable effort to comply with the Uniform System 
of Accounts, and, without fault upon its part, is unable to complete its 
compliance and, at the earliest opportunity, requested additional time 
‘Within wien to comply, ~ PLoS 2 POS Cs eee 

Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to submit 
plans for disposition within 30 days, which will be permitted in lieu thereof, 
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PRACTICE AND PROCEDURE—Continued 
11. OrpeR to SHow Cavuse—Continued 


if found to be consistent with sound principles of accounting. Failure to 
propose a satisfactory alternative plan for the disposition of the amounts 
classified in Accounts 100.5 and 107 will justify ordering amounts disposed 
of as set forth inorderentered. IJd___._...-..2.-----..--------------.- 

See ACCOUNTS AND ACCOUNTING, 8. Orper to SHow Cause. 


12. PARTIEs. 


Election by another natural-gas company not to become party to pro- 
ceeding does not constitute estoppel or forfeiture of legal rights nor does it 
constitute action required under section 7(b) of Natural Gas Act which 
prohibits abandonment of service without approval of Commission. JInter- 
Sault Gan Cenc ccdheebuisue win glia iti oo asd oll lanl Eel shes eat ted ct 6 FPC 

A contention that public convenience and necessity require construction 
and operation of connecting pipe line so that applicant, Cities Service, can 
be substituted for Panhandle Eastern in rendering gas service to towns now 
served by latter because Cities Service could provide slightly lower rates, 
is based upon hypothesis that such transfer of natural gas service of supply 
is at issue in proceeding. Since Panhandle is not party and has not been 
heard, hypothesis is false and reasoning violative of most fundamental 
CONCENE CE REPO, IG. « éccdinn wp enttesiniteen taeda deaeaenunanl 

Stanolind and Continental have become parties Respondent by filing 
their answers and otherwise participating in these proceedings. Stanolind 
O88 ate GEIS hos in hte ner bas ein Oa a Cada ee > Leatieie eet 14 FPC 

13. PENDENCY OF ANOTHER PROCEEDING. 


Petition of the New York Public Service Commission requesting, in sub- 
stance, that the Commission issue an order continuing in effect emergency 
deliveries of natural gas by Texas Eastern to United Natural Gas Company 
until November 1, 1958, denied since there is now pending before the Com- 
mission an application and hearing thereon, by Texas Eastern for a certifi- 
cate authorizing an increase in the capacity of its pipeline system to the 
extent of an additional 75,000 Mef a day, as United’s situation can be more 
appropriately dealt with in that proceeding. Panhandle Eastern Pipe Line 
DOE ai akinesia sits oprah tetas acs nsniagihlerianet naa aaa ee cei get aiata a! 7 FPC 

14. REGULATIONS. 


Permission granted companies to file, in support of proposed changes in 
their respective tariffs, data and material deviating from the specific re- 
quirements of Section 154.63(b) (3) of the Commission’s Regulations, since 
there will be a significant impact on all phases of applicant’s operations in 
the near future. United Fuel Gas Co____.....---------------- 13 FPC 

Sections 154.91(b) and 157.23 in providing that certain persons “need 
not file” certificate applications or rate schedules apply only to those work- 
ing interests who are parties to a sales contract where the operator has 
made a complete filing. Hassie Hunt Trust_........---------- 14 FPC 

15. REHEARING. 


The reeord will not be reopened for the receipt of newly discovered evi- 
dence which does not indicate that the cost of project lands might be higher 
than the cost allowed. Alabama Power Co__.....-.--.--------- 1 FPC 

A rehearing will not be granted for the purpose of rearguing differences of 
judgment as to the inferences of fact and conclusions of law. I[d 


289 


Page 


529 


257 


257 


1005 


81 


945 


1145 


































290 INDEX-DIGEST 


PRACTICE AND PROCEDU RE—Continued 
15. Renearrne—Continued 


When nothing new or pertinent to the issue involved is presented to the 
Commission in a petition by licensee to reopen the case, the Commission 
will deny such petition. Portland General Electric Co_.......... 1 FPC 

Petitions for rehearing, alleging that 1941 Federal income and excess 
profits taxes greatly exceeded the amounts allowed by the Commission in 
its former opinion, denied. No new facts were alleged nor principles of 
law stated not fully considered in former opinion. Canadian River Gas 
TID oc inet once aeive nt at ngs Selena Ail na x wd Ge eens tO 3 FPC 

A rehearing will not be granted where no new facts or principles or law 
are set forth which the Commission had not fully considered in adopting 
its previous opinion and order. St. Croix Falls Minnesota Improvement 
CBvsiicctiscne cdc abat dsssb kpeee cto bien nd cen pi died ba 3 FPC 

Petitions for rehearing dented as being a reiteration of arguments of fact 
and law which were fully considered in original proceeding, there being no 
basis for contention that Commission went beyond and contrary to record 
or that there was any failure to give adequate consideration to claims of 
intervening preferred stockholder groups. Montana Power Co_.._.. 4 FPC 

Petitions for rehearing of the Commission’s order of November 25, 1947, 
denied as raising no issues not heretofore considered by the Commission 
prior to the issuance of such order establishing emergency service rules and 
regulations to govern and control deliveries of natural gas from the Pan- 
handle System for the coming winter. City of Detroit, Michigan._... 7 FPC 

The Commission is not disposed to deny Kentucky Company the oppor- 
tunity to present evidence in support of its claim that its experience in 1948 
is sufficient to show that the test year 1945 is inappropriate for the future, 
and that its experience for 1948 “‘is a far better and more accurate basis for 
determination of cost of service for its present and immediate future than 
in the year 1945.’”’ While not convinced of the merits of Kentucky’s 
claim, the Commission granted rehearing for that purpose. City of 
PitteburgW 2s e532 USS ele cist stigeweonek . Wwe takus 7 FPC 

Pending the determination of the matters on rehearing the effect of 
the Commission’s order of September 2, 1948, should be maintained. 
Upon rehearing on the Commission’s disapproval June 1, 1958, of the 
proposal of the District for adjustment of rates and charges to the Coop- 
erative, and, after hearing on the Cooperative’s complaint requesting that 
the Commission fix and determine the annual rate of compensation to be 
received by the District during the five-year period beginning June 1, 1947, 
for the sale of the electric output of its Morris Sheppard Project to the 
Cooperative, record supports the conclusion that, at this time, it is reason- 
able to allocate joint expenses 60 percent to power production and 40 per- 
cent to other functions of the District. Brazos River Conservation and 
ONUMING INO i. Snes a n Age dOk a hana e doeane ns 7 FPC 

Northeastern’s application in docket No. G—1568, insofar as it proposed 
service to communities which Commission had determined in its opinion 
and order in 9 FPC 271 should be served by Algonquin, held to be a col- 
lateral attack upon Commission’s determination of merits of division of 
New England market and an attempt to-obtain results of-an application 
for rehearing of that prior opinion arid order without compliance with 
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PRACTICE AND PROCEDURE—Continued 
15. REHEARING—Continued 


review provisions of section 19(b) of Natural Gas Act. Northeastern Gas 
Tranentatsew Ces isos. 260. SOLA 8 ois Heets ehs ws 10 FPC 

Upon reconsideration of opinion, 8 FPC 348, at request of Secretary of 
Interior, Commission finds that situation with respect to power plants 
proposed on Kings River does not appear to have changed materially 
since its prior decision. Fresno Irrigation District._.......-.--- 10 FPC 

Application for rehearing and rescission of Commission’s order omitting 
intermediate decision procedure denied. Mississippi River Fuel 
COND. 6 NES od opp ele ena ne aie aati itis 11 FPC 

Application for rehearing denied on finding that Panhandle has presented 
no facts or principles of law not fully considered by Commission before 
entering its opinion and order. Panhandle Eastern Pipe Line Co_. 11 FPC 

Rehearing and review provisions of Section 313 of the Federal Power 
Act do not apply to a rule-making proceeding. Treatment of Federal 
FOGG TEN 3 2 seein pene ea enann ences re. 20: 13 FPC 

Commission denies rehearing on order granting certificate of public 
convenience and necessity to producer applicants to sell natural gas to 


Transcontinental. Anthony J. Tamborello__.._....-.---.-.--- 15 FPC 
Commission’s rules do not provide for the filing of answers to applica- 
tions for rehearing. Houston Texas Gas and Oil Corp_....------ 17 FPC 


Secretary properly rejected the application as requesting rehearing of 
only interlocutory or procedural orders. American Louisiana Pipe Line 
Co. 2. ai 2021298 Jo Jasiuinisizchuesidoundbise2 se welio@aweoes 17 FPC 

16. REOPENING REcoRD. 


Record will not be reopened for the receipt of newly disco vered evidence 
which does not indicate that the cost of project lands might be higher than 
the cost allowed. Alabama Power Co__-_.-------.----..-- fot, VPC 

Licensees given a further opportunity at further healing to sustain 
burden of proof as to claimed cost of additional second-truck roadbed on 
relocation of original one-track branch line. Susquehanna Power Co. 4 FPC 

Motion of Grand River to reopen proceedings for taking additional 
evidence denied as it is not in public interest to prolong certificate pro- 
ceedings where no useful purpose can be served. Erie Gas Service 
CO. on SS ASS SRR RCSF -O s h  s - e 10 FPC 

Because of paramount public interest involved, applicant should be 
accorded one more opportunity to show that it can meet standards set out 
in Natural Gas Act; proceeding at docket No. G-887 ordered to be reopened 
for further hearing. Atlantic Gulf Gas Co_..........----.----- 10 FPC 

Commission refuses to reopen record to allow new evidence with respect 
to Panhandle’s volume of sales. Panhandle Eastern Pipe Line 
Co... dui widiupalngs ai- wand ~ctek Scisuededs que Iuwhices gale 13 FPC 

Commission denies petition to reopen upon finding that decision will be 
equitable to all concerned. Michigan-Wisconsin Pipe Line Co... 13 FPC 

Commission refuses to reopen rate proceedings. Union Oil Co. of 
California; Orange Grove Oil and Gas Corp.; Sun Oil Co.; Forest Oil 


Commission refuses to reopen the record to allow applicant to introduce 
evidence of revenue requirements because ‘it would not be in the public 
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PRACTICE AND PROCEDURE—Continued 
17. RULINGS AND FINDINGS. 


There is no requirement in law that every contention advanced by the 
many parties, respecting the numerous issues which come before the Com- 
mission, be ruled on seriatim and specific findings made oneach. Tennessee 
Gas Transssissiow Goes. canis. bobs cviucistis uu sicsh <uiows 17 FPC 

18. Sray. 


Petition for stay of the Commission’s order of November 25, 1947, 
denied, for to grant such stay would defeat the very purpose of the order 
which is to prevent undue and unlawful discrimination and hardship 
through breakdown of vital utility service. City of Detroit, Michigan.. 7 FPC 

Pending determination of the matters on rehearing the effect of the 
Commission’s order of September 2, 1948, should be maintained. City of 
FR anata nate cuteerar erates cence anton veberiene 7 FPC 

19. SUBPOENA. 


Application for subpoena duces tecum denied because of insufficient 
specification and detail. Union Oil and Gas Corp. of Louisiana_._.. 17 FPC 

20. WITHDRAWAL OF APPLICATION. 

Commission denies application for withdrawal of declaration of intention 
and petition for discontinuance. Nantahala Power & Light Co.... 2 FPC 

Commission rejects Continental’s ‘notice of withdrawal of change in rate 
schedule” under the rate filing provisions of Section 154.97 of Commission’s 
Regulations under the Natural Gas Act. Continental Oil Co.... 15 FPC 

Commission postpones action on Gulf’s notice of withdrawal of certificate 
application for sale of gas where there is private controversy as to the 
continued vitality of the gas supply contract. American Louisiana Pipe 
Dane A 2 GARe teh Od Shien ci hededeehe bce hehas 17 FPC 


PRELIMINARY PERIOD. 

See COST, 20. Pretrminary Prriop. 
PRELIMINARY PERMIT. 

See LICENSE, 15. Pretiminary Permit. 


PUBLIC INTEREST. 
See ABANDONMENT; CERTIFICATES, 4. Compsztine INTEREST; 


EXPORTATION AND IMPORTATION; LICENSE; MERGER. 


RATE BASE. 
1. AVERAGE v. YEAR-END Rate Base. 


The Commission found the average rate base for the year 1943 to be ac- 
tual legitimate investment, less the reserve for depreciation, plus working 
capital. Safe Harbor Water Power Corp___._.------------------ 5 FPC 

Use of averaging method in computing rate base is appropriate and 
Commission finds that rate base for utility property of Otter Tail as of 
March 31, 1949, is $23,812,231. Otter Tail Power Co__....------ 8 FPC 

Under circumstances of this case average monthly balance method is 
considered proper for calculating average net investment for rate-making 
purposes. Mississippi River Fuel Corp__.....---.-.---------- 11 FPC 

Examiner determines that average plant in service for test year 1952 will 
consist of plant balance as of December 31,1951, plus allowance for addi- 
tional construction in 1952. Atlantic Seaboard Corp___.___------ 11 FPC 
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INDEX-DIGEST 


RATE BASE—Continued 
1. AVERAGE v. YEAR-END Rate Base—Continued 


Commission finds that the average rate base method is the proper method 
of computing the rate base in this case, and rejects the proposed year-end rate 
base method. United Fuel Gas Co_____-- EN eu Bl 12 FPC 

It is appropriate to utilize beginning and ending annual plant balances, 
where plant additions are spaced evenly throughout the test period. 
pe Wy ORE A OR SOR 13 FPC 


2. Furure ADDITIONS AND CONSTRUCTION WoRK IN PROGRESS. 


In fixing rates for the future, reasonable estimates of property additions 
in the immediate future should be taken into consideration, but conjectural 
amounts for improvements not to be made in the immediate future and 
not used and useful at present should not be included in the rate base. 
Illinois Commerce Commission v. Natural Gas Pipeline Co_. 2 FPC 

Provision in the rate base for probable future additions to plant beyond 
1941 disallowed as they are still to be considered speculative. Canadian 
Riser Gee CO. Fis A ee a ed Jase Je seas) 3 PRC 

Estimates of future capital expenditures should be allowed to increase 
the allowable rate base only to the extent that net actual ligitimate cost 
will be increased. As the Commission gave no direct effect to expected 
1943 additional revenues for ratemaking, the estimated 1943 additions 
to meet demands of new or increased business will not be included in the rate 
base. The Commission allowed an average increase in cost for the period 
1941-43 after consideration of additions and retirements of plant and the 
effect on depletion and depreciation reserve of future accruals and retire- 
ments. City of Cleveland v. Hope Natural Gas Co____..._...----- 3 FPC 

Items representing cost of construction work in progress and budget 
estimates of amounts necessary to complete such construction should not 
be included in the rate base since consideration was not given to additional 
revenues to be obtained from the added territory which respondents say 
cannot be estimated. Respondents’ claim for future capital expenditures 
must be disallowed. City of Detroit and County of Wayne, Michigan v. 
Panhandle Eastern Pipe Line Co__..-_-_2-.------------------- 3 FPC 

Estimated amounts for property additions proposed for the years 1942-46 
should not be included in the rate base since the increased revenues from 
future business should provide ample coverage for the future return and 
costs of operation and the revenues from the predicted increase in business 
are not reflected in the test period of operations. The refusal to include 
in the rate base capital expenditures not yet made cannot involve confisca- 
tion. Interstate Natural Gas Co., Inc_..........-.-..-----.-.--- 3 FPC 

While strict rate-making principles might require no allowance for 
return and depreciation on a proposed Hugoton pipe-line project until 
completed and in service, held, because of urgent necessity for relieving 
gas transportation shortage during war emergency, that public interest 
requires such allowance in connection with the interim reduction of rates 
ordered in this proceeding. Cities Service Gas Co__...---.------- 3 FPC 

Commission allows only those items in claim for construction work in 
progress which are included in power bill. Pennsylvania Water & Power 
CO...« « meiddacidlan ned titerertnieak cb Steen eee ad 8 FPC 

Expenditure of $1,000,174 for warehouse under construction and par- 
tially occupied as of end of October 31, 1949 ‘‘test period” included in rate 
base, but other items of incompleted construction work in progress not in 
service October 31, 1949 are not allowed. Hope Natural Gas Co.. 10 FPC 
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294 INDEX-DIGEST 


RATE BASE—Continued 
2. FururE ADDITIONS AND CONSTRUCTION WoRK IN PROGREsS—Con. 


Uncertified facilities should not be included in rate base determination. 
United Gas Pipe dint Geivisiinds snstedisnc cane dscincodien< 14 FPC 


3. GENERAL. 


The rate base in this case is the actual legitimate original cost of the 
property used and useful in furnishing the service, less the existing depre- 
ciation in such property, plus the working capital necessary to render such 
service. Chicago District Electric Generating Corp...........----- 2 FPC 

It has been the general practice of the Commission to determine rate 
base by ascertaining net investment in gas plant used and useful in render- 
ing service, to consist of actual legitimate cost of gas plant less accrued 
depreciation, plus a reasonable allowance for working capital. The same 
factors that cause annual depreciation cause existing depreciation which 
has accrued and should be deducted from the property investment in 
fixing rate base. Mississippi River Fuel Corp_-.-..------------ 4 FPC 

For the purpose of testing proposed rates only, the Commission will 
adopt respondents’ combined figures for original cost, depreciation and 
depletion, and working capital, after necessary adjustments of the rate 
base for the unused portion of manufactured gas plant, and for well 
construction expenditures previously charged to operating expenses. Cf. 
Hope Natural Gas case, 3 FPC 150, 161. Accrued depreciation and deple- 


tion were similarly adjusted. Allegany Gas Co...-..----------- 5 FPC 
The rate base is original investment less accrued depreciation, plus 
working capital. Penn-York Natural Gas Corp___-.--.--------- 5 FPC 


Net investment rate base of companies found based on original cost of 
plant less accrued depletion and depreciation, plus construction work in 
progress, gas plant held for future use, retirement work in progress, and 
working capital. City of Columbus, Ohio v. United Fuel Gas Co__.. 5 FPC 

Contention that rate base does not conform to requirement of section 
3(13) of Federal Power Act rejected. Standard for ratemaking under sec- 
tion 20 of the Act is customary statutory standard (‘‘reasonable, nondis- 
criminatory, and just’). Pennsylvania Water & Power Co.--.---. 8 FPC 


4. Gotne VALUE. 


Evidence of “‘going value’? may likewise properly be excluded under 
sections 20 and 14 in determining the rate base. Safe Harbor Water Power 
C8: ow nin car capencige aneeasn tenant de me mune kaa re 2 FPC 

An arbitrary claim for going concern value not supported by substantial 
evidence must be disallowed. Illinois Commerce Commission v. Natural 
Gan: Peiiane (0: bt Anni a. ce egal es SRA 2 FPC 

No amount should be added to cost of plant for going value where the 
amount is wholly unrelated to any costs or outlays. Canadian River Gas 
OO cx Ge caw acdiene <bnnten dine Gheibdebee 5 hte onde deck eee 3 FPC 

Claim for going concern value based on carrying costs on portion of plant 
idle pending development of business rejected. The items of expense em- 
braced in such claim were recouped through past rates and charges and 
failure to attain sales capacity during so-called development period was 
not due to initial difficulties in securing patronage but to refusal of parent 
holding company to permit respondent to sell gas in competition with other 
subsidiaries and in territory considered as lying within the sphere of influ- 
ence of other holding company interests. City of Detroit and County of 
Wayne, Michigan v. Panhandle Eastern Pipe Line Co 
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RATE BASE—Continued 
4. Gorinc Vatue—Continued 


No going concern value allowance should be made for reimbursement 
to distributing companies for expense incurred in the change-over from 
artificial to natural gas, and in promoting sales. A portion had been recov- 
ered through past operating expenses and the balance was included in the 
allowed book cost of plant. Jd_________- SISA Pa ay Bay 3 FPC 

No allowance should be made for value of gas purchase contracts rep- 
resenting the purported present value of future savings anticipated in the 
purchase of gas under certain advantageous contracts. Jd______- 3 FPC 

5. INTEREST DurRING CONSTRUCTION. 


Interest during construction was incorrectly computed since it was based 
upon a construction period extending beyond the date of commencement 
of commercial operations established by the fact that regular deliveries of 
natural gas had begun prior to the date claimed by the company and 
continued thereafter. Such fact has long been regarded as establishing 
definitely the beginning of commercial operations. Canadian River Gas 
Gh = SSE Biscay srinivas Darsitea bcc te ate ts nip dt as le a ce 3 FPC 

It is obviously improper to attempt to build fictitious cost upon fictitious 
cost. Consequently, interest during construction based upon “‘write-ups’’ 
included in the book costs was disallowed. IJd__..._..--.---.----------- 

Capitalization of a fictitious and arbitrary interest amount, computed on 
cost of property estimated by the company to be in excess of that required 
to handle the business actually done during the period, after the close of the 
construction period, is clearly not justified. Interest ceases to be a cost of 
original plant when commercial operations begin. Jd_.........-_-.------- 

Interest during construction was allowed on the basis of simple interest at 
6 percent per year applied to the adjusted monthly expenditures on each 
job from the initial expenditure to the date of operation or date ready for 
GRO BUR ei ia irs sacri taeeaiseniante tiniest cic Mii aia an a ee ea ae 

Interest during construction will not be allowed for so-called cessation 
period from November 1, 1907, to August 31, 1909, inclusive. Penn- 
SECURITIES Fe OO Oi its ein wind Giedinectalvnisaed Genininttariss ican indi 8 FPC 

Commission finds that date of end of construction period was June 30, 
1911; interest is capitalizable through that date, except for ‘‘cessation 
period,’ and net revenues should be credited to cost of plant up to that 
Oi Te din ccna + uate des eens enact ach lanai ona aniline tea ee 

Allowing the actual interest rate on borrowed funds and rate of 6 percent 
on equity funds, Commission finds that allowance for interest during 
construction is $347,799. Northern Natural Gas Co____...-------. 11 FPC 

Only ‘‘net cost’’ of borrowed funds used for construction purposes may be 
included as interest during construction. Michigan-Wisconsin Pipe Line 
CR. oe Ria ab oer set icke eral ahs wets hie cninea ell Giana es 13 FPC 

Use of facilities is not the proper test for determining when charges to 
interest during construction should be terminated. El Paso Natural Gas 
Gn <o terdie sconieetdanrhcenien tania bonatbindeidiediatedccbaeieien men aman 13 FPC 

Commission finds 6 percent on equity funds used for construction 
purposes to be reasonable and consistent with their past practices. South 
EE ONIN EI, gio oo. ics ewes dint coicsbach astern ead 16 FPC 

See COST, 15. INTEREsT. 
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296 INDEX-DIGEST 


RATE BASE—Continued 
6. PLANT. 


In a rate proceeding under sections 205 and 206 of the Federal Power 
Act, the books of predecessor companies may be resorted to and the 
excess recorded on the books of the respondent over the recorded values of 
predecessor companies for plant deemed used and useful in the respondent’s 
service eliminated in determining the legitimate cost of the property where 
respondent’s book values contain errors of magnitude, are unreliable, are 
stated at inflated appraised values, included excessive inter-company 
charges, or in some instances included the cost of units of plant although 
they had been actually abandoned or retired. Interstate Power Co_. 2 FPC 

Portions of property not actually used or useful in rendering service 
should not be included in the rate base. Id__._.----------------------- 

When the rate contract indicates that the complainant is not required to 
pay any part of the cost of the transmission of energy over a line so long as 
the emergent conditions of defendant are satisfied, such line should be 
excluded from the rate base for the purpose of testing the reasonableness 
of the return received by defendant. City of Los Angeles v. The Nevada- 
CROTON UE COND Coes PIE SAS SSDS CoS eiesse 2 FPC 

The cost of rewinding transformers at Boulder Dam necessary for 
operation in accordance with the terms of the contract, is proper as an 
SUBELAON: GINt IOC IEEN,” (EOS SSS S ee  seeteatoten anes 

Investment in lands acquired for anticipated future storage and han- 
dling of coal, etc., and for possible future use in providing a barge channel, 
represents an investment in property which is not presently used and 
useful. Chicago District Electric Generating Corp____.------------ 2 FPC 

An amount representing a portion of the main station building presently 
used’ and useful in rendering electric service held an allowable cost. 

Expenses incurred, such as interest charges, taxes, etc., during period of 
deferment when construction of then incompleted generating Unit No. 2 
(since completed and in service) was suspended, are not properly included 
Cane meee - £0-. 8 ooo oa coated en leoue tb eiounete couse. 

Engineering, general and administrative overheads on net property 
additions from 1929 to 1939 and other items previously charged to expense 
in accordance with good accounting principles cannot now be capitalized 
and restated as items of legitimate original cost. Canadian River Gas 
0 NR cee ste ligieet a albert dg ca gh eam Ree gov elapee meee eye ead ae Pee 3 FPC 

Contributions made by customers in aid of construction, no longer 
refundable, should be deducted from the plant costs to be included in the 
SE JOP Neg on ca anuniectpas sah are eee eee 

Capitalizing items formerly charged to operating expenses held improper 
andequitable. City of Cleveland v. Hope Natural Gas Co___------- 3 FPC 

Expenditures for labor and equipment used in drilling wells up to 1923 
should not be included in the rate base since it had been the consistent 
practice of the company, conforming to the general practice of the natural 
gas industry, to charge such cost to expense instead of plant account, and 
such well drilling expenditures had previously been claimed by the company 
and allowed as operating expense in a rate proceeding before a state com- 
St er he ecient ote Ne oS te oe ao = a ee a 

Considerable discretion and latitude are allowed management in account- 
ing for overhead expenditures, and where such items have been consistently 
charge to expense when incurred, over a period of forty years, their present 
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RATE BASE—Continued 
6. Puant—Continued 


allowance as items of plant account ‘would not be correction of past errors, 
but substitution of present judgment for ‘judgment exercised at the time the 
expenditiives Wehte made? ? WFLA 28s ODI tee BP 
Similar ‘items previously charged'to operating expenses by affiliated 
predecessor companies, under allowable discretion of management, should 
likewise not be allowed && part of the rate base: Id__...-..-.--22_--L 2. 
Actual legitimate cost of unoperated acreage ‘held as either protective or 
prospective acreage, included in’ rate base’ as necessary and useful, or 
imminently useful, in rendering gas service. Fd__.--_ ol 22 0L LLL eel Le 
The unamortized balance of gas sales and purchase contracts originally 
obtained at no cost and subsequently transferred to respondent and recorded 
at inflated values, represents ‘a write-up and must be excluded from ‘actual 
legitimate cost of plant. ‘City of Cleveland v. Hope Natural Gas Co__ 3 FPC 
Amortization of write-up’ would impose an‘unwarranted burden onthe 
consumers and is excluded from operafing expérises. Jd 2___-2 222-2 2 
No part of an admitted write-up in plant accounts can be included in the 
rate base. ' Cities Service Gas Co.) ) i foe eet lle 3 FPC 
So-called ‘“‘intangibles’’ carried on the books -of affiliated predecessors, 
not supported by evidence, exeluded from the tate base, but pridr litigation 
expenses as to which evidence was offered, allowed.) Jd!...- 22-222 2 2422 
Cost of making a survey of the natural-gas resourees of the United States 
to assist in determining future policy with respect to acquisition of gas 
acreage, after which acreage was added, included in cost of natural gas 
rights alii? eiShUeGe?: AES 800) 9 Figon 82 2le PO ees cat A 
Delay rental expense of an affiliated predecessor on leases previously 
abandoned or transferred, unsupported claim for interest not previously 


capitalized, and bonus costs and rentals applicable to abandoned leases, 
disallowed. Id 


Engineering fees paid ‘to affiliate and top holding company, not based 
upon cost of rendering services, and not the result of dealing at arm’s length, 
should be excluded from the rate base in the ‘absence of a showing by 
respondent of ‘the reasonable ‘cost’ thereof''and the profits ¢xacted by the 
holding Bontpahn yi? FASS 34. AONE AIRE DSI IA BB BM IGS BRIO 

Such engineering fees actually rendered, allowed in full for the purpose 
of the interim order. The respondent would be given further opportunity 
to establish, before final order, the actual legitimate cost of services rendered. 

Cost of a retired compressor station, erroneously reinstated in plant 
account, properly eliminated in arriving at the actual legitimate cost of 
property in service, making a corresponding reduction in the depreciation 
reserve requirement, leaving the recommended rate base unaffected by the 
adjustment: -fd_- ==. --ssisccsccccesdcsssie seek QE oe ae: 

In the absence of evidence by respondent as to the original cost of plant 
not in service; recommendation of Commission’s staff that such property be 
excluded from actual legitimate cost of property in service, accepted. Full 
cost of depreciable property retired stiould be deducted from the depreciation 
reserve requirement (accrued depreciation).’° Id__. 1-22-2222 02 

Items representing proceeds derived from the purchase and sale ‘of securi- 


ties, and depreciation, erroneously Gsaaeted from plant account, should be 
restored thereto. Id 


512-874—67——21 
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298 INDEX-DIGEST 


RATE BASE—Continued 
6, PLtant—Continued 


Past operating expenses purporting to, represent the cost of carrying 
unused pipeline capacity during. 1928, after the construction period, had 
ended, recouped in 1928, a year in which the company’s earnings were high, 
representing past losses, not properly,,includible in the rate.. base. 
Refusal of the Commission’s staff to include in.plant, accounts past 
operating expenses, and interest which company had in the past elected 
not to capitalize, and to restate the cost of pipe at prices differing from the 
beoks, not an “accounting error.” 16. cosigean one awricsisnst Ht diloes <1$60 

Natural-gas company agreed to a cost or investment rate base, and 
Commission accepted the book cost, in the absence of an audit of original 
cost of the company’s properties. Memphis Natural Gas Co_--.--. 3 FPC 

Excessive costs for depreciation and return, resulting from excess capacity 
neither used or useful in rendering present service, should not be saddled on 
domestic consumers. Godfrey L. Cabot, Inc_.....-..-------.--- 4 FPC 

Natural gas companies are not guaranteed a recovery of investment and 
an annual return, over the years, upon an undertaking previously found by 
the Commission to be an improvident venture. IJd_....---.---.--.------ 

For the purpose of testing proposed rates only, the Cummission will 
adopt respondents’ combined figures for original cost, depreciation and 
depletion, and working capital, after necessary adjustments of the rate base 
for the unused portion of manufactured gas plant, and for well construction 
expenditures previously charged to operating expenses. Cf. Hope Natural 
Gas case, 3 FPC 150, 161. Accrued depreciation and depletion were 
similarly adjusted. Allegany Gas Co.......-.-------------«--- 5 FPC 

Production property not to be used in the future or abandoned and dis- 
mantled, eliminated from the rate base. Penn-York Natural Gas 


GONG i inci tiecnomndsacdatesetenseeeat. 49 yeen8U cous 5 FPC 
Contributions in aid of construction were deducted from original cost. 
Ohio Fuel Giga, Otc ine ociieteer dheees ahd dea hlndha seeslonab squeals 5. FPC 


Expenditures for pipeline rehabilitation, involving replacement of units 
of property, are capital replacements and not maintenance expense charge- 
able to operating expenses as deferred maintenance. Mondakota Gas Co. 
v. Montgnea-Dakota, Utilitias Cois:njnin- Soneoes-spawdes case own 6 FPC 

Since stock issued .as consideration for land and water rights. and for 
services performed by. bankers had no cash value claim must be disallowed. 
Feencsinnnta Water. & Power Caso cccoe ie aig cdl. SoA oe. 8 FPC 

Claimed cash value of stock issued as compensation rejected as claimed 
since stock had no cash value and was issued for profits of affiliate. Actual 
legitimate: enst, Maas . cd Oyaiccsid nents terns 4k OT Re oe ripre deed 

Respondents’ claim for stock allegedly issued for management services 
epsindes Trom tate bese... 16... once sswude seston Ulu JOC CEL Se 

Claimed value of management service disallowed as part of rate base. 

As there is no showing that general administration of ‘‘cessation’’ period 
served actually to shorten following period of construction, amounts 
representing expenditures during ‘“‘cessation’’ period should not be included 
im FR06: DOMhan Beinn der anbonws eld teed’ bevels aleasacrreraehreserrets 

Commission finds that expenditure representing experimental costs 
incurred from 1913-1921 inclusive, are not a cost of plant and not includible 
in rate base. 
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RATE BASE—Continued 
6. Puant—Continued 


Contention that acquisition expenses and expenses relating to legal and 
engineering services included in charges to flowage basin account (1910-36) 
should be included in rate base as proper plant costs rejected, except amount 
On FO; GI i hh cane ns annnd sadnontandemiektens 

Respondents held not to have established propriety of inclusion in rate 
base of amount claimed for establishment of gauges for determination of 
wivéer Gis FG a tate nt cee. 3068s anwar int aude ween 

Cost of defending title to land by Penn Water originally charged as 
operating expense will not. be included in respondent’s rate base. 
Expenses relating to adjustment of interests in connection with con- 
struction of downstream hydro plant not allowed. Jd__..-..-..-.------ 

Expense incurred on transmission line abandoned and later built by 
customer company not proper for inclusion in plant or in rate base. 
Be oo ae See Ee a 8 FPC 

Expense of engineering service incurred on substation built by PEPCO 
will not be included in.rate base. Jd__........---.------------ 8 FPC 

Amount claimed as a loss on materials due to spoilage not approved. 
FG a. in bi cil CR nnd He SB il el Ta car pa atmaine aaa 8 FPC 

No justification shown for including in rate base claim for cash in petty 
cash fund not accounted for. “Td 2.222202 1 Po Skee 

Claim covering expense regarded as sindsichage’ cost not included in rate 
base, in view of 6 percent interest allowance made. Jd_____.._--_---... 

Construction fee charged Holtwood Power Co. represents profit between 
affiliates and amount should not be included in investment in electric plant. 
Inclusion in rate base of organization expense in 1924 disallowed for 
lack of Hitode. Tee Orr eS Ree iS See TS eas 26s 10 

Amount claimed for construction of four unused tower foundations re- 
lates to abandoned work and inclusion in rate base is improper. 
Proposal to include in rate base amount obtained by reaccounting for 
expenditures formerly charged to depreciation reserve or to operating 
expenses, after adjusting for certain recalculated overheads, disallowed. 
Contribution to construction of church in 1913 after commencement of 
operations was properly an income or surplus charge and not a charge to 
Fenn Water's pias. - 20-55 =+ oo ie ee eh ede eke cdse 

Respondents’ claim as includible in rate base expense for engineering 
report on increasing coal storage area and facilities denied as nonutility 
Unpenee, ‘FG. =.= 5 25 oe ee ne ee eee eau 

Commission found that amount ultimately realized is best evidence of 
proper credit to Penn Water’s plant account for land transferred by it in 
TOOG. Ren om a ce eee eee tee cc useann 

Respondents’ proposed credit adjustments for amount of rental received 
from Gunpowder line, as well as other credits totaling $2,931.83, allowed. 
Extent and value of properties to be transferred to'other physical prop- 
erty and electric plant held for future use are subject to future action by 
Commission when project boundary is established. /d- 
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RATE BASE—Continued 
6. Prans—Continued 


Respondents’ claim for property held for possible future use ‘as possible 
future lines relate to matters too indefinite to justify consideration as part 
sate eet tt sella meta dicdetae Sapa sep Bacal gr wage ted ttagaeiee ip hl 

Cost of service adjustment for anticipated retirement of certain ‘lease- 
holds rejected as speculative. Home Gas Co____---_.-_-------- 13 FPC 

Commitment fee in this case is properly a construction cost to be capi- 
talized during the period of construction. Michigan Wisconsin Pipe Line 
la oe nena bean adie aynepaeuameuae ceases 13 FPC 

Investments applicable to procurement of gas should ‘be treated as any 
other nonutility investment, and should not be included in the rate base: 
Fee FUNG Pe CO ceetine <>< bie anebte Rear caktaeatect as 13 FPC 

Commission allows Penn Water to include the costs of a new coal dredg- 
ing and processing plant and a new steam-electric generating unit in the 
rate base specified in such rate schedule, from and after the respective 
dates of commencement of commercial operation. Pennsylvania Water & 
TS n-th sr aaa cae enameteteteaent mate ie 13 FPC 

See ACCOUNTS AND ACCOUNTING, 10. RecrassiFication. 


7. TRANSACTIONS OF AFFILIATES. 


Transactions involving the acquisition of properties from affiliated 
interests at prices in excess of their original cost were not at arm’s length 
and the intercompany profits from such transactions must be eliminated 
from property accounts. Canadian River Gas Co_..--..-------- 3 FPC 

Allowance of stock payments made by affiliated interests to Southwestern 
Development Company and Cities Service for entering into contracts for 
the sale and purchase of gas would sanction an unjustified and fictitious 
increase of book cost of plant, which is no part of legitimate original cost, 
in view of the tripartite agreement between these two companies and 
Standard Oil Company (N.J.) to develop a mutually advantageous busi- 
ness, including. such sale and purchase contracts, through subsidiaries 
wrenter) fet the putmoes. ) Ids solecsbce ec. csi lkies seclawuesce 3 FPC 

Original cost of properties acquired from affiliate allowed rather than 
amount in its plant account consisting of a capitalized deficit of the affiliate. 
Cities Raines Cains besalesiese~ seee-<0d-seethe-2 3.FPC 

It is incumbent upon licensee under Federal Power Act to show, with 
respect to property acquired from an affiliate, that. amount it. claims, as 
cost was. cost. to affiliate, not profit. Pennsylvania Water & Power 
Gos Joi sane bb bee 22 cd. eee ss speed ween es 8 FPC 

Respondent’s claimed cash value of stock issued as compensation rejected 
as claimed since stock had no cash value and was issued for profits of 
affiliate. Actual legitimate costallowed. Jd____._._-..-------- 8 FPC 

Respondent’s claim for inclusion in rate.base of amount as cost of plant 
rejected since it amounted to a write-up in transaction between affiliates. 
SN ra ci idence eines in tins ei cs Sagas i 8 FPC 

Construction fee charged Holtwood Power Co. represents profit between 
affiliates and amount should not be included in investment in electric 
amt 06g 53eac os turing. seeslion. a iedalvess undue 8 FPC 

See COST, 3. ArriniaTION. AND Common. Controis;. RATES, 
1. AFFILIATION. 
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RATE BASE—Continued 
8. VALUATION. 


Evidence of reproduction cost new held not necessary in instant. case 
before the reasonableness of an existing, or of a proposed, rate may be 
determined. . Interstate Power Co__-_..+--------------------n-- 2,.FPC 

The original cost of facilities is good evidence of their value atthe time 
of construction, and if it is necessary to determine the present “‘fair value” 
thereof, such cost will continue to measure such value so long as there is no 
change in the level of applicable prices. IJd_..-....-..-------+-.+-+---- 

The respondent had the burden of proving that present reproduction 
cost new is higher than the original cost of the facilities involved, and that 
the use ef original cost as the basis upon which rates are to be established 
herein would result in confiscation. Jd_...-...-~.--------+------s-near 

The original cost of construction of the Boulder Canyon line is the best 
evidence of the amount to be used as a rate base in this proceeding, in 
spite of defendent’s introduction in evidence of estimates of the cost of 
reproduction new. City of Los Angeles___.----4.-.----+-------- 2FPC 

The rate base in rate-making proceedings, involving licensed projects 
is governed by part I of the Federal Power Act. Safe Harbor Water 
BR CM i cxrvssicheat ads sasi ciate ia aie re eee 2 FPC 

The respondent, having in accordance with section 6 of the Federal 
Power Act, accepted in writing all the terms and conditions of the Act 
and license, has agreed to accept. the statutory rate base prescribed in part 
T, OC TR CE a i I i ii a ea ei 

Reproduction cost evidence may properly be excluded under sections 
20 and 14 of the Federal Power, Act. when the fair value of a project is 
admitted to be greater than “netinvestment.” Jd___._______-___.+----- 

Net investment as defined in section 3 (13) of the Federal Power Act 
means the “actual legitimate original cost” of a project minus certain 
NTN Ne aca rs ca ia a eee a ie ee 

The acceptance of reproduction cost testimony by the Commission for 
the purpose of disposing of a motion for an interim order reducing rates, 
will not inhibit the Commission from subsequently exercising its judgment 
on the treatment ultimately to be accorded such testimony. Illinois 
Commerce Commission v. Natural Gas Pipeline Co. of America. ---~- 2 FPC 

In a proceeding to investigate whether the rates and charges of respondent 
are unjust, unreasonable, or unduly discriminatory, under the provisions 
of the Federal Power Act, evidence of the reproduction cost of respondent’s 
property as of June 30, 1940, held properly excluded under Section 208(a) 
in fixing the rate base. Chicago District Electric Generating Corp__.. 2 FPC 

In determining a rate base under Section 208(a) of the Federal Power 
Act, the Commission is authorized to determine whether in the specific 
case evidence of reproduction cost is necessary. IJd__.....-_---.-----.-- 

Congress in Section 208(a) clearly evinced a definite departure from the 
fair value doctrine of Smyth v. Ames., Td_....~.-.---~----------------- 

In cases where the historical records of public utilities subject to the 
Commission’s jurisdiction are not in such shape that the prudent invest- 
ment in their properties may be accurately determined, Section 208(a) leave 
the door open for the Commission to consider not only such evidence of 
actual legitimate cost as may be adduced, but also other facts, such as 
reproduction cost, which may bear upon the fair value of the property. 
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RATE BASE—Continued 
8. VaLuation—Continued 


Inherently fallacious nature of reproduction cost evidence. Jd_.._-___.- 

Only original cost need be considered where the properties are all of 
comparatively recent acquisition or construction and the accounting 
records were sufficiently adequate and well maintained to permit a ready 
determination of all costs involved. Canadian River Gas Co__-_--- 3 FPC 

Estimates of reproduction cost new, less observed depreciation, con- 
sidered but held too conjectural to have probative value in the determi- 
nation of rate base, as not based upon established facts and, therefore, 
subject to the vagaries of theories and imagination. Jd_...........-_ .-. 

Reproduction cost estimate of natural-gas company found to be not pred- 
icated upon facts and too conjectural and illusory to be given any weight 
in proceedings. City of Cleveland v. Hope Natural Gas Co___...---- 3 FPC 

Trended “original cost” studies intended to reflect changes in price 
levels, but ignoring actual experience, prices, and cost, are not based upon 
the facts and have no probative value. Jd___-.-.-....-.--------.------ 

Actual legitimate cost employed to determine the allowable rate base as 
being predicated upon facts and the best evidence in the proceedings. 
ide aid os a ee On Oe ras ena ee Re eas cee 

There is no need to estimate the cost of respondents’ properties as their 
cost records are complete and maintained in accordance with recognized 
accounting practice. It seems evident that Congress recognized the 
fallacy of the reproduction cost doctrine, and sought by the enactment of 
of section 6(a) of the Natural Gas Act toshelve that illusory concept in rate- 
making. City of Detroit and County of Wayne, Michigan v. Panhandle 
SONG TE REE ee ee ee nee es 3 FPC 

Section 6(a) of the Natural Gas Act authorizes the ascertainment of the 
actual legitimate cost of the property of every natural-gas company, and, 
only when found necessary for ratemaking purposes, the ascertainment of 
the “fair value” of such property. The evidence is clear that the actual 
legitimate cost of respondent’s property is accurately ascertainable from 
its books and records. Cities Service Gas Co___..-.--..---------- 3 FPC 

Respondent’s estimates of reproduction cost and so-called “fair value’ 
are at best synthetic figures not taken from the books and records, and do 
not purport to represent actual cost or investment. The trial examiner 
properly excluded evidence of reproduction cost or “fair value”. IJd_..-_-_- 

In the determination of rate base, trial examiner properly refused to 
receive in evidence reproduction cost testimony. Safe Harbor Water 
NN ie ne ae Renew nek nme Gace a aaa ee 5 FPC 

Section 20 of the Federal Power Act prohibits a licensee from claiming 
and the Commission from allowing, for ratemaking purposes, any amount 
in excess of “‘net investment.’’ Reproduction cost estimates and estimates 
of investment expressed in terms of the purchasing power of the 1943 
dollar, being neither “actual legitimate original cost” nor “net investment”, 
ED OAR Ite ee aa ob UR eee cme Laeakaee 

In consolidated proceedings, under provisions of Section 5(a) of the 
Natural Gas Act, for a determination of the reasonableness of rates and 
charges of Respondents in connection with the transportation and sale of 
natural gas subject to the jurisdiction of the Commission, evidence of 
market value of natural gas acreage, trended original cost, and reproduction 
cost was properly excluded by the Presiding Examiner since it was not 
taken from the books and records, does not purport to represent actual cost 
of investment, and is too conjectural and illusory to be given any weight in 
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RATE BASE—Continued 
8. VatuatTion—Continued 


these proceedings. City of Pittsburgh v. Pittsburgh and West Virginia Gas 
Cos ns SSe lt LI ORES BOAR e Ce Bae, POR oO) Os Pv erae 7 FPC 

It is not necessary in the light of the Natural Gas Act and the decisions 
of the Supreme Court to use the field price method. Since the public 
interest will be best served through continued adherence to the cost method 
of regulation and its application to the production of natural gas by natural- 
gas companies, it is clear that the exclusion from evidence of testimony 
relating to the field price of natural gas by the Trial Examiner was proper. 


With respect to Kentucky Company’s specifications of error regarding the 
the Commission’s rejection of evidence of fair field price, reproduction cost, 
fair vahie‘and purchasing power of the dollar, the 6 percent rate of return, 
and the proper depletion rate and future costs relating to reserves to be 
developed from deeper drilling, no new matters of law or fact are presented 
which the Commission has not already considered and, as to these, 
application for rehearing denied. Id__..--.._.---.-------------------- 

On the absence of special circumstances, Commission will not inquire 
into acquisition costs of production properties purchased prior to June 7, 
1954, or to go behind the cost to the person who first dedicates the property 
to public use. Southern Production Co_._......--.------------ 17 FPC 

See COST, 2. Actuat Lecitimate Orternat Cost. 


9. Worxine CaPITAL. 


The full period between the dates of rendition of service and the payment 
of bills therefor adopted as the period of lag and the working capital 
required for this period determined to be *%es of operating cost, other than 
taxes and depreciation, with adjustment for fuel supply, etc., in case of 
generating plants. Interstate Power Co.........-------------.-- 2 FPC 

For ratemaking purposes, the Federal Power Commission considers 
working capital, which includes cash, materials and supplies, as a part of 
licensee’s investment upon which it is entitled to earn a fair return. Safe 
Tere? FE FE CI. actin dcitimentstebien anaibtcainiieieat tales 2 FPC 

Items of working capital such as fuel, materials and supplies, cash 
operating requirements based on an over-all lag of 45 days investment in 
prepaid insurance held allowable items in the rate base; but items for 
operating contingencies held unreasonable and without substantial support 
infact. Chicago District Electric Generating Corp_......----.---- 2FPC 

Cash bank balances need not be provided for separately in a determi- 
nation of working capital where the record is clear that delayed expense 
items, such as income taxes, provide ample funds for this purpose. 
CG TE Os eh ntncanhPatiriitiesttidiitia ttn iat 3 FPC 

A period of 45 days held ample to measure the working capital required 
for operating expenses, excluding cost of gas purchased because revenues 
from gas sales are received before payment for purchased gas is due. Tax 
funds on hand are available for bank balances and working capital require- 
ments. City of Cleveland v. Hope Natural Gas Co____--.-.-.--.--- 3 FPC 

The Commission allowed as working capital for operation and 
maintenance expense a sum equal to 45 days of the actual 1941 total of 
such expense, excluding cost of gas purchased since respondent paid for 
such gas at about the same time in each month as revenue from gas sales 
are collected. City of Detroit and County of Wayne, Michigan v. Pan- 
bani adhere Fine TANG CO. 22. on Sh entiantennive-<enedencas* 
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RATE BASE—Continued 
9. Worxkine Capitat—Continued 


Working, capital should not:inchide the most of ‘materials and supplies 
on order or estimated to be ordered during the ensuing 6 months, without 
any deduction for materials and. supplies issued..and used. during, that 
period,,;| Idcs— acts s9452---bedsoue Swine 4oled-oel5 - 9544 9+ 1 405) arrs9en 

No separate allowance for items of line pack, cash for emergencies and 
minimum bank balances, is nrade because respondents have capitalized in 
their plants accounts amounts for line pack in excess of.the sum separately 
claimed as working capital and. amounts accrued for taxes. are more than 
sufficient to cover the cash required for emergencies and minimum bank 
balances. 

Cash working capital held properly related to operating expenses,since the 
cash necessary to run the business-is that, which must be available to meet 
current. expenses during the timelag between;rendering, service and. col- 
lection of revenues, . Tax accruals.in excess of payments: held sufficient to 
supply company with, adequate bank, balances. . Interstate Natural Gas 
C 


A calculation of working capital; requirement,by taking 3-year average 
excess of. current assets over,,noninterest bearing,,current. liabilities, 
rejected as unsound and; inherently fallacious for ratemaking purposes. 
No separate-provision for minimum bank balances made where taxes are, 
in effect, collected from customers.in advance of the.date when such’taxes 
are paid. Cities Service Gas Co 

In conformance with the practice generally applied by the Commission, 
working capital computed by adding one-eighth of the 1942 operating 
expenses, exclusive of the cost of gas purchased, to the cost of materials and 
supplies on hand December’31, 1941. Memphis Natural Gas Co__.. 3 FPC 

No cash working capital allowance need be made for gas and fuel oil 
purchased and sold or for taxes, since payments for sales are received before 
payment is required be made to producers and a similar situation exists as 
totaxaccruals. Mississippi River Fuel Corp 

The requirement for cash working capital, computed on the basis of a 
period of 45 days lag between the actual receipt of revenues and the pay- 
ment of related expenses, is liberal and recognizes two classes of expenses, 
one requiring no cash working tapital becatise payable after receipt of 
related revenues and the other requiring cash payments before the receipt 
of related revenues. 

An amount to cover emergency breaks and flood damages to the pipeline 
should not be included in cash working capital where a part of the cost of 
past items, representing repairs, is contained in the expenses upon ‘which 
allowance for working ¢apital is based, and the other part, representing 
improvements, was capitalized and is included in rate base. 

Proper working capital allowed comprised of cash, plus sums for materials 
and supplies, and prepayments. ' Penn-York Natural Gas Corp 5 FPC 

Amount claitied as working capital based upon 10-day interval between 
date of payment for gas purchased and receipt of payment for gas sold 
disallowed, as 10-day lag was created subsequently by exténsion agreement 
with affiliated customer company for which no justification was offered. 

Working capital computed in accordance with Commission’s established’ 
practice, namély, one-eighth of the cash opefating expenses, exclusive of 
income taxes and purchased gas, plus average materials and supplies on 
hand, including stored gas. Ohio Fuel Gas Co 
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RATE BASE—Continued 
9. Worxine CaprTrat—Continued 


Working. capital consists of the cost. of materials and supplies on hand, 
plus a cash allowance for expenses amounting to one-eighth (or 45 days) of 
the total annual expenses which require working capital. City of Columbus, 
Ohio v. Untied Fuel,Gas Co. 5 FPC 

Working capital computed in accordance with Commission’s established 
practice, namely, one-eighth of cash operating expences, exclusive of income 
taxes and purchased gas,) plus average materials and supplies. on,.hand. 
Tennessee Gas and Transmission Co 

Amount of $650,000 allowed in rate base as respondents’ working capital 
requirement., Pennsyleania Water & Power Co 

Amount already allowed, plus additional allowance, would provide ample 
working capital for efficient operation of Kentucky’s utility properties 
for test period. City of Pittsburgh v. Pittsburgh and West Virginia Gas 


Funds made available to utility by reason of advance.collection of Fed- 
eral income taxes from customers should be deducted from cash working 
capital allowance for rate-making purposes. Alabama-Tennessee Natural 


Management policy as to investment in securities of funds currently 
collected through rates for purpose of meeting expenses cannot be recog- 
nized as determinative of reasonableness of allowance for cash working 
capital. . 

Contention of Alabama-Tennessee that Commission erred in considering 
tax accrual funds as available in computation of working capital allowance 
rejected as it is established utility practice to use these funds for corporate 
purposes. 

Commission reduces working capital allowance by $2,120,970 which is 
75 percent of the income tax allowed for test year, and is provided by cus- 
tomers to meet Northern’s income tax liability in advance. Northern Natural 


Working capital allowance is reduced by $1,625,919 which is 75 percent 
of income tax allowed for test period. Mississippi River Fuel Corp. 11 FPC 

Northern’s “balance sheet approach’ is not considered to be a proper 
basis for determining working capital requirements. 

Commission finds that the working capital determinations, as set forth 
in opinion 11-FP€ 123, are appropriate. 

Commission finds that rehearing is not required with respect to its deter- 
mination that Federal income tax accruals are available for working cap- 
ital purposes and do not represent funds contributed by investors upon 
which utility is entitled to earn a return. 

Applicant in its cost-of-service rate formula to be reflected in its gas 
tariff must deduct Federal income tax accruals from gross working capital 
requirements. Gulf Interstate Gas Co 

Commission rejects Panhandle’s investment approach in determining 
its working capital allowance. Panhandle Eastern Pipe Line Co_. 13 FPC 

Gas in underground storage is properly included in rate base on the 
basis of the cost of gas as it was known at the time of hearing. Home Gas 

13 FPC 

Volumes of gas in storage during test year considered as working capital 
without adjustment for*abnormal relationship’ of deliveries and with- 
drawals, where this build-up of gas ‘in storage ‘was to be treated as base 
storage. Ohio Fuel Gas Co 
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RATE BASE—Continued 
9. Worxine Caprrat—Continued 


Page 
Commission deducts 80 percent of Federal income tax from gross work- 
ing capital based on the average available accruals. Michigan-Wiscon- 
sin: Pipd Title’ Gon e002 5 eoE ANT ESL SE 13 FPC 353, 366 
Commission finds no reason to include minimum bank balances in work- 
ing capital reqeivements’ Fei 28 2k bosses aU Lea 365 
Tax accruals may be applied to reduce the amount included in the rate 
base for materials and supplies. El Paso Natural Gas Co._-_--- 13 FPC 433 


No separate provision need be made in the working capital allowance for 
minimum bank balances. Texas Illinois Natural Gas Pipeline Co. 13 FPC 712 
No reason has been established for a cash allowance in excess of the 


actual five-Gay lag: SFGi 2 2 Bh ee Teh 2S elem esl 713 
Average amount of Federal income tax accruals up to 75 percent set 
off against gross working capital. Jd__........_-.-----.------------.- 713 


Coastal’s cost-of-service formula should make credit for Federal income 
tax accruals in its allowance for working capital requirements. Houston 
Texee Gee @ Oil Cotpiicss P2228 228 2 ae 16FPC 138 
Commission refuses to revise the Federal income tax offset against 
working capital because of storage operations and major utility plant re- 
placement parts. Michigan Wisconsin Pipe Line Co____--_---- 18 FPC 418 


RATE OF RETURN. 


The evidence establishes that a rate of return of 6 percent upon the rate 
base will result in rates that clearly are just, reasonable, and compensatory. 
The evidence included a comprehensive rate of return study showing 
(1) general interest rates and yields, (2) utility interest rates and yields, 
(3) general economic conditions, (4) comparative risk of utilities, and 
(5) economic factors pertaining to local conditions in the territory in which 
respondent operates. A study of respondent’s reports and records indi- 
cated that its present financial condition had been caused by factors which 
should not be given consideration in determining reasonable rate of return. 
Tateretate, net Cek ihe ile hd Biot hand demas sm asnnwolle baw 2 FPC 86, 87 

A return of six percent on the rate base is a fair and reasonable rate of 
return in establishing rates for wholesale power services in the instant case. 


City of Los Angeles v. The Nevada-California Electric Corp........ 2FPC 117 
Factors underlying the determination of a fair return summarized. 

Safe. Harbor Water Power Corp... ni-~ scosdcendgponeesésccee 2FPC 191 
A fair rate of return on licensee’s net investment plus working capital 

held to:be.§ pereeih> «hdidatinnes¢n aide siuic dates hs Eh shi on 192 


For the purposes of the motion for an interim order reducing rates, 6% 
percent is fixed as a fair annual rate of return upon the rate base allowed. 
Illinois Commerce Commission v. Natural Gas Pipeline Co. of 
AGT 0Ga ire serpinerne qured ands ene ch ti Dittllnne rare 2FPC 232 

On the basis of the evidence in the record as to interest rates and other 
related economic factors, a 5} percent rate of return on the rate base is fair 
and reasonable. Chicago District Electric Generating Corp._.--~-- 2FPC 427 

There is no exact or fixed formula for determining a reasonable rate of 
return, but it must be determined on the basis of the, Commission’s best 
judgment of what is fair, in view of the evidence in the record, giving 
consideration to the returns earned by like investments attended by cor- 
responding risks and uncertainty, in the same vicinity and over the same 
period of time. Six and one-half percent is found to be the maximum rate 
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RATE OF RETURN—Continued 


of return that can be considered fair in this case for all three companies. 
CEneGlet Se Os» nnn dih dn nagkbteanyomnasteteaie 3 FPC 

During the period 1898 to1923, for which the company seeks to reaccount, 
in spite of charging $12,600,000 for well drilling cost to operating expense, 
the company had an average rate of earnings on annual average invested 
capital (capital stock and surplus) of more than 15 percent. City of Cleve- 
Send ¥. FeGee Frees GON ie occ ccan teen snagcanaeddtdnstoses 3 FPC 

A fair rate of return should be equal to that generally being made at the 
same time and in the same region on investments in other enterprises 
attended by corresponding risks and should be sufficient to assure confi- 
dence in the financial soundness of the utility and to maintain its credit 
and enable it to attract capital necessary for proper discharge of its public 
QU, — Ml ascsos0 ann nnatnngidctwdeaedneinmmsdette aaa 

Considering the national and international situations, increased demand 
for gas, due to the war program, the underlying factors, and all the evidence 
in the record, 64 percent found to be a fair rate of return. Jd__...------ 

Respondents are not entitled to a return on their total capitalization as 
represented by the principal amounts of their outstanding securities includ- 
ing surplus. City of Detroit and County of Wayne, Michigan v. Panhandle 
HOGG FAG DA Ces none is ate nnn's =e eae klar ne 3 FPC 
Six and one-half percent allowed as a fair and liberal rate of return. 
The Commission accepted 6% percent as a reasonable rate of return to 
a@ natural-gas company engaged in transmission and sale at wholesale of 
natural gas in interstate commerce. Northern Natural Gas Co__.. 3 FPC 

Reduction in rates arrived at by application of principles laid down in 
Commission’s decisions in other natural gas cases, including the elimination 
of write-ups, the determination of the proper depreciation reserve and 
allowance of a 6% percent rate of return, etc. Louisiana Public Service 
Commission v. United Gas Pipe Line Co__.....-.-.-.---------- 3 FPC 

The return of a public utility should be equal to that generally obtaining 
at the same time in the same region on investments in other enterprises 
attended by corresponding risks, sufficient to assure confidence in the finan- 
cial soundness of the utility and to maintain its credit and enable it to 
attract the capital necessary for the discharge of its public duties. Six 
and one-half percent held a fair annual rate of return. Interstate Natural 
SOG Ce a a icin aa cnt eG i cn ced ere oe agar tee a 3 FPC 

Six and one-half percent is a fair and liberal annual rate of return for 
respondent, a well-established natural-gas utility with a high earnings 
history achieved after ample provisions for depreciation and depletion, 
serving well-established markets principally through affiliated distribution 


companies... Cities Seretes Gua Ue. - 8 oo oe ce eee co Eas 3 FPC 
A 6% percent rate of return was found to be reasonable and was accepted 
by the company. Memphis Natural Gas Co__..-...-..----.---- 3 FPC 


Six percent found to be fair rate of return for respondent, a seasoned 
well-developed enterprise with ample past and present provision for depreci- 
ation, current high profits, established markets with great potential growth 
in an area which desires to convert from mixed to straight natural gas, and 
is practically risk-free. Stockholders on this basis would realize a yield of 
9.3% on part of common stock and surplus associated with business over 
which Commission has jurisdiction. Mississippi River Fuel Corp. 4 FPC 
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RATE OF RETURN—Continued 


Increased rates not justified where, from evidence of record, the reyenue 
available to applicants, at present rates, will be adequate to meet necessary 
expenses, including depreciation and amortization, and allow a return of 
approximately 6 percent on the remaining investment. Godfrey L. Cabot, 
WnboeF ak ok ee one beat et ee dale 2. a Uae Wee ae 4 FPC 

Six percent found to be a fair and reasonable rate of return hased on 
established market, ample gas supply, adequate past and present provi- 
sions for depreciation, enterprise with no unusual hazards, capacity of 
pipe line to deliver additional gas without additional investment, and fact 
that we are in a period of the lowest cost of money in history. (Re Mis- 
sissippt River Fuel Corporation, 4 FPC 340, 63 P.U.R. (N.S.) 89); Re 
Allegany Gas Company and North’ Penn Gas Company, supra, p. 1, 63 
P.U.R., (N.S.) 231. _Penn-York Natural Gas Corp. -__---.----~- 5 FPC 

Rates for the future should be prescribed with due consideration for 
present earnings and future prospects. Jd___....._--..--------------- 

Six percent is a fair and reasonable rate of return for respondent under 
current conditions. Mondakota Gas Co__.......--------------- 5 FPC 

Applicant’s operating revenues and expenses are reasonable and, as 
presently estimated, will result in 6 percent return for the first year, 5.8 
percent for the second, and ultimately 6.3 percent on estimated capital 
investment less depreciation. El Paso Natural Gas Co_--------- 5 FPC 

Natural gas company’s operating revenues and expenses considered 
reasonable when, as presently estimated, they will result in a 6 percent 
return for the first year, 5.8 percent for the second and ultimately 6.3 per- 
cent on estimated capital investment less depreciation. Jd___..-------- 

The rate of return should be reasonably sufficient to assure confidence in 
financial soundness of utility and should be adequate, under efficient and 
economical management, to maintain and support its credit and enable it 
to raise money necessary for the proper discharge of its public duties. 
SOT: MORIN | CGR 5 FPC 

Five percent was found to be a fair and reasonable rate of return. 
Licensee has a large hydroelectric development in an area where that kind 
of development is valuable; is relatively free from many of the risks of 
increased costs; is located in one of the richest industrial regions of the 
world; is operated in conjunction with utilities which have large distri- 
bution outlets; and has a guaranteed income until 1980, the guarantee 
operating so as to reimburse the company for operating costs, including 
depreciation, interest and sinking fund requirements, even in the event of 
Oe a i a ln 

Though the cost to licensee of borrowed money is extremely high, judged 
by the interest rates now in effect and in effect for several years for utility 
securities, Commission must use proper current interest rates in deter- 
mining a fair rate of return where management is laggard in taking advan- 
tage of the prevailing low money rates. Jd__.....------.-----.------- 

Assuming a new capital structure of 50 percent bonds at cost of 3 percent 
and 50 percent of common and surplus, then a rate of return of 5 percent 
would produce a yield to common equity of 7 percent. Jd_.----.-.--_---- 

Common carrier transportation rate previously determined held adequate 
when applied to estimated volumes of gas transported which produces 
estimated revenue in each year equal to or greater than estimated cost of 
service for such years, inclusive of 6 percent return on net investment 
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RATE OF RETURN—Continued 
devoted to such service. Mondakota Gas Co. v. Montana-Dakota Utilities 


OO .icirg nn adem s<tea Adige: S Gee ih Aha Dig oar in palidila meee 6 FPC 
Six percent used as allowable rate of return. Tennessee Gas and Trans- 
OO i io iain tah cng ht opens en aia i teins ch rnin en ii 6 FPC 


It is unnecessary to include in license a provision for reconsideration of 
reasonable rate of return (6 percent) specified therein, pursuant to section 
10(d) of Federal Power Act, fixed by Commission to be allowed in connec- 
tion with establishment of amortization reserves, since section 6 of Act 
expressly permits alteration of license by mutual agreement between 
licensee and Commission, including specified reasonable rate of réturn and it 
is unnecessary to carry duplicate provision to same effect in license. 
Aistregoliian: GUbt08: CB. .. <cgign - cddgdc<hnitence «andiie dep dete 6 FPC 

Reasonable rate of return which section 10(d) of Federal Power Act 
requires to be specified in license is a long-range estimate of what Commis- 
sion believes to be reasonable rate of return over period to which it is 
applicable, while fair rate of return to be used in determining deductions 
from original cost of project in arriving at net’ investment under section 3 
(13) may vary for different periods, will not be known until long after license 
is issued and may or may not coincide over any given period with rate of 
return specified pursuant to section 10(d).  Jd_....---------_---.------- 

A 6.percent rate of return to each of the Respondents is the maximum 


reasonable rate which could be allowed. City of Pitisburgh-__- ~~ _-- 7 FPC 
Commission finds a rate of return of 5% percent for respondents fair and 
reasonable. Pennsylvania Water & Power Co___.-_-._-----.---- 8 FPC 


Kentucky’s revenues for test period found to exceed its cost of service, 
including return of 6 percent. Based upon Kentucky’s operations for 1948, 
Kentucky’s rates and charges, in addition to and exclusive of rate reduction 
effectuated by order of November 24, 1948, are excessive in amount of 
$45,891. City .of Pitisburgh v. Pitisburgh and West Virginia Gas 


Gia ois: eeytgngs. pigeon 0: m injatly aban ee wal abbdik ial ahah Clikcanen Akeni oben 8 FPC 
Commission determines fair rate of return to be 5% percent. Otter Tail 
Power A iinside tin is O84 bitin —oiee ddtie dnd Rs Tl ee da 8 FPC 


Otter Tail failed to receive during test period, fair return on its net 
investment, and increased rates in question will not produce, from Com- 
pany’s wholesale business, return in excess of fair rate of return of 5% per- 
cent on net investment in property devoted tosuchservice. Jd__..-_.__~- 

License amendment fixing 6 percent rate of return can be retroactively 
controlling. Niagara Falls Power Co___..--.--.----------.---- 9 FPC 

When licensee accepted license it agreed to exercise by Commission of 
discretion granted by section 10(d) of Federal Power Act to fix specified 
rate of return and proportion of surplus earnings to be paid into amortiza- 
tom TORN EE ik onset tatiana ini Make eadaahins dette 

“Specified reasonable rate of return” means rate of return specified by 
Commission in license instrument. Jd..........-.--------.----------- 

Reasonableness of specified rate of return is subject to review as being 
within upper and lower range of reasonable return of earnings upon project. 
Oh 5 stipes thet os nnn ck een Cs ae daa te hk sited 

Six percent per annum is found to be “reasonable rate of return” for 
purposes of administering section 10(d) of Federal Power Act. Id__--__-_- 

Under section 10(d) of Federal Power Act, Commission is not required to 
find that specified “reasonable rate of return” represents “fair return” of 
licensee on project. 
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RATE OF RETURN—Continued 


To determine whether actual earnings are in excess of a specified rate of 
return under section 10(d) of Federal Power Act, average net investment 
during period of operations must be used. Jd___-__------------_------ 

In conformity with express standards and criteria of Federal Power Act 
and with sound accounting fairly applied, “net investment” becomes base 
for computing rate of return as shown by staff’s report. Jd__......-..----- 

Application for amendment of license, filed February 24, 1948, granted. 
Article 11 of amended license provides that after first 20 years of operation 
of project, 6 percent per annum is specified reasonable rate of return on net 
investment for determining surplus earnings and for establishment of 
amortization reserve pursuant to section 10(d) of Federal Power Act, 
one-half of which shall be paid into this reserve. Jd._-...-..---------- 

Commission finds that a 5% percent rate of return is fair and reasonable. 


RE TE SI iis in ae nen seke cp eeceesscadcounes 11 FPC 
Six percent rate of return for Mississippi is found to be fair and reason- 
Bible. sOMMRRIINE TIE FI a og gonna cn ccncssnacesone 11 FPC 


Commission finds that actual cost of company’s outstanding long-term 
debt and preferred stock is a proper measure of cost of borrowed money 
and of preferred stock funds in determining a fair rate of return for Colorado 
in this case. Colorado Interstate Gas Co___....-..-.------------ 11 FPC 

Based on record in this proceeding, Commission finds a rate of return of 
5% percent is fair, reasonable and adequate to assure confidence in financial 
soundness of utility, to maintain its credit and to enable it to attract 
capital necessary for proper discharge of its public duties. Jd_......_---. 

Since rate of return in cost-of-service formula should be no higher than 
cost of securing necessary capital, Commission conditions certificate to 
require filing of satisfactory gas tariff by Natural Gas Storage Co. Natural 


CE I OO a stein nei ot ein a gaia nade aan om 11 FPC 
Commission affirms its determination that a 5.75 percent rate of return in 
this case. is just and reasonable. Colorado Interstate Gas Co__-_--_- 11 FPC 


Commission believes cost-of-service basis for proposed rates to be charged 
by Wilcox is proper, but'decides annual rate of return of 6 percent on net 
investment rate base for inclusion in cdst-of-service formula would be 
adequate. Texas Eastern Transmission Corp__...-------------- 11 FPC 

Examiner finds that 6 percent would represent a fair and reasonable rate 
of return to applicants for purposes of this case. Atlantic Seaboard 
CO Ts cminstneeambin anteater hineent ik ana aahraneden eaten 11 FPC 

Commission limits Permian to a rate of return not in excess of 6 
percent on its sales to Northern and finds that the rate schedule should be 
based on a formula from which any cost of gas paid for but not taken are 
excluded. Permian Basin Pipeline Co__...-...-.------------- 12 FPC 

Applicant must file a rate schedule which will provide a rate of return 
on a depreciated rate base not in excess of 6 percent. Gulf Interstate 
SO I sci iaccairetin ta cre Chad cata nice aie need ated tid iaca.cdn oe gs ae > ania nig ae 12 FPC 

Commission finds that a rate of return of 6% percent is fair and reasonable 
and will encourage conservative financial practices, and the adequate 
enlargement of service facilities. United Fuel Gas Co__.__...---- 12 FPC 

Commission concludes that a rate of return of 5% percent is fair, reason- 
able and adequate for Panhandle... Panhandle Eastern Pipe ‘Line 
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RATE OF RETURN—Continued 
Rate of return of 6% percent for Home and Manufacturers is fair and 


reasonable based on Columbia’s cost of money. Home Gas Co___. 13 FPC 
Commission concludes that & 6 percent rate of return is proper. Michi- 
gan- Wisconsin Pipe Line Co_........--------+-----+2 2-25 e 13 FPC 


Commission finds that a 6 percent rate of return is fair and reasonable, 
and will adequately compensate El Paso for any risks it might incur in the 
marketing of residue gas. El Paso Natural Gas Co___.-_.-_----- 13 FPC 

Rate of return of 6% percent to Hope Natural, as a subsidiary of Con- 
solidated, is fair and will enable Consolidated to successfully compete in 
the market for equity funds. Hope Natural Gas Co__-.....----- 13 FPC 

Commission allows 6 percent rate of return which is larger than the over- 
all calculated capital costs. Tezas Illinois Natural Gas Pipeline 
QOudiccatectinsusce tibia tenn ee Ree 13 FPC 

Unamortized debt discount, expense, and call premiums associated with 
retired issues should be excluded in determining the historical cost of debt 
capital. Panhandle Eastern Pipe Line Co_._-.--.-.------------ 13 FPC 

Commission cannot ignore a decline in interest rates and bond rates any 
more than it could ignore the reverse thereof. El Paso Natural Gas 
CO eee ee ney oe ee en nee 13 FPC 

Reasonableness of a rate of return should be tested by a company’s 
actual, rather than a purely hypothetical, capital structure, but recognition 
is given to company’s proposed program of reduction of debt capital. 
Texas Illinois Natural Gas Pipeline Co_...-..-.----------+2--_- 13 FPC 

Exclusive use of future earnings rather than past earnings to determine 
cost of common equity capital is improper. Panhandle Eastern Pipe Line 


Co. . deinen wei aj udsclbdined dalalo- als dwels -ainaaen 13 FPC 
Exclusive use of future earnings to determine the fair rate of return on 
equity eapitalis not proper. El Paso Natural Gas Co_.....--.-.. 13 FPC 


Commission finds that the record does not justify an assumed capital 
structure instead of the actual capital structure. Natural Gas Pipeline 
Co. Of AMIR. «sicigiis dawer ods omsisdumesahdew sein toedh obese 14 FPC 

Commission in determining a fair rate of return will not disregard the 
actual cost of the company’s outstanding debt and consider solely the 
current cost of debt: money: Miiciks 26h os a sk ern 

Commission finds that a return of 6 percent is “commensurate with 
returns on investments in other enterprises having corresponding risks.” 
Commission finds that a rate of return of 6 percent is a fair, just and 
reasonable return to United. United Gas Pipe Line Co-_--_---___-- 14 FPC 

The actual cost of the utility’s debt, where reasonable, is the predominat- 
ing and controlling factor in the determination of the fair measure of the 
cost of borrowed money in bearing upon a fair rate of return. Panhandle 
Bactersl Fiat Lite Cbcsnesisii ne cick niet a 14 FPC 

Commission finds that a rate of return of 5% percent during the refund 
period is fair, reasonable, and adequate. Jd.__..--._ 2222-22 L ese lee 

It is not necessary for the Commission staff to recommend a specific rate 
of return where it has presented ample facts upon which such a value 
judgment could be based. South Carolina Generating Co_.....--- 16 FPC 

Commission finds that a 5.55 percent rate of return, based upon the 
actual debt-equity ratio of the E. & G. system, instead of the 90 percent-10 
percent ratio of the Generating Co., is just and reasonable. IJd 
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RATE OF RETURN—Continued 


Comimission requires that: Coastal’s tariff should saute initially for a 
rate of return of 6 percent, and that the rate:of return should be recalculated 
every 6: months, and for succeeding 6-month periods should be equal to the 
combined rate of return of both Coastal and Houston for the preceding 
6 months: but: never more than 6 percent. » Houston Tezas Gas. &. Oil 
Corp _ adi su -uini_biyise sj edein vou wal coved LA eiesusguios we 16.FPC 

Commission allows Olin a rate of return of 64:percent. after giving some 
recognition to Olin’s distinctive character, asia wholly-owned ‘subsidiary. of 
another corporation, with a capital structure consisting entirely of common 


equity.’ Olin Gas Transmission Corp.os- 2.4 swidi--sdenclussu- 17 FPC 
The-law does not require that a staff witness.submit a recommendation of 
what he considers to be a reasonable rate of return. ZJd.-i2ikee--iesehesh 


RATE SCHEDULES. 

1. CANCELLATION, 

A change in rate or service of a public utility can only be made through 
compliance with section. 205 of Federal Power. Act, and:-other applicable 
provisions.\,.An.unlawful attempt. to avoid putting into. effect rate redue- 
tion that. Commission has ordered affords no valid basis for objecting to 
that order, . Pennsylvania Water;,&, Power Co...-.----+----+----- 8 FPC 

Order requiring, that, Panhandle; operate, under a tariff, which includes 
interruptible rate, schedules, may not be.nullified by a notice of cancellation 
of-such rate schedules. Panhandle Eastern,.Pipe Line Co._...-- 13 FRC 

2. CoNFIRMATION AND APPROVAL (FEDERAL PROJECTS), 


Rate adjustment clause in rate schedule ‘is not’ objectionable, even 
though not in contracts, since the clause permits only adjustments which 
are necessary to prevént- existing rates from violating rate standards pre- 
scribed by Congress. Bonneville Project. <..2 0. 2-2-2 22221--4- 13 FPC 

The functions delegated to the Commission by the Flood Control Act 
is that of reviewing the proposed action of the Secretary of the Interior 
but does not inelude the function of determining the legal rights of others. 
United States Department of ‘the Interior, Southwestern’ Power Adminis- 
tration!) 2108 sblede) Dir JUS Bunge iO. SLEeOGLE) ua 18 FPC 

3. Errective UNDER Bonp. 

Commission makes effective proposed tariff changes, but requires El 
Paso to furnish a bond or an equivalent assurance of refund of excess 
charges because of the Memphis decision, El Paso Natural Gas Co. 18 FPC 

4. EscataTion CLAUSE. 

No escalator provision in the gas ptinobetl contract. between. Phillips 
and Mithigan-Wisconsin can now effect. an automatic ehange in the. price 
which: Phillips may charge. (But see. Opinion No. :.275-A), | Michigan- 
Weecoh¥tal Pipe. [ine Co... nnn cence nnn nnd 2H UF PC 

The mere presence of escalation clauses in contracts filed im support of 
certificate applications does not permit the filing company to change rates 
solely by reason of those clauses for the rates must be changed under the 
procedures provided in section 4 of the Natural Gas Act. Anthony J. 
Tambosellé ii...) bas uewusdsilowwd) seed. baaud odd 14 FPC 

Price adjustment clauses can only become operative in. the event of 
future filing proposing an increase in rates over and above the initial rate. 
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RATE SCHED ULES—Continued 
5. FILine. 


The proposed. inereased rates and charges in this case represent.a change 
from those now, being charged and are a ‘“‘change’’ and ‘‘new; schedule’’ 
within the meaning of section 4 of the Natural,Gas Act... Mississippi 


River Fuel Corgira dak bss vied tive 2 cob eed eenbinedatsders 2.FPC 
A simple and. practical plan for annual automatic rate adjustment by 
a licensee outlined. Safe Harbor Water.Power Corp.....-..~--.- 2 FPC 


The acceptance for filing of a schedule of rates does not mean. that, the 
Commission approves it and does not establish its justness, reasonable- 
ness, or propriety. | Home Gas, Cos usa oe edo gh whee ne neh 2.FPC 

Validity of proposed increase in rates to applicant’s existing customers 
for gas supplied by means of proposed facilities, cannot be considered until 
specific rate schedules therefor are filed... United Gas Pipe Line. Co. 4.F PC 

Common carrier has no right to demand that goods be actually: brought 
and presented to it for shipment. before it. fixes and publishes.a rate. Mon- 
dakota Gas .Co v. Montana-Dakota Utilities, Co. .....-..--+--+- 5 FPC 

Commiission’s rate schedule regulations ‘as amended by .general order 
No. 144, 18 C.F.R. 154.84 and, 154.85, do not. require that existing con- 
tracts shall remain in effeet nor do they require that such contracts be 
changed. The regulation does not mean, that a natural-gas, company May 
in its discretion continue or not continue in effect a contract presently on file 
as an effective rate schedule. Colorado Interstate Gas Co... ...-- 8 FPC 

Commission finds that legally filed rates of Wisconsin Co. have included 
‘freeze’ on coal factor adjustment, even though such ‘‘freeze’’: had not 
been filed by company, and that lifting of limitation without Commission 
approval resulted in unauthorized upward change in rates to wholesale 
customers. Wisconsin. Michigan Power Co_.-.....-+.-.---+---4 10 FPC 

Although Wisconsin Co, was found to: have violated Federal Power Act 
by charging rates in excess of those on file, Commission assessed no penalties 
since company agreed with wholesale customers to make refund. if rates 
were modifier). 1(@ coiclaiaods- 43 i-sanacess -bsanneny 6 vanaraes <nbh en 

Company may not effect a change in rate through a modification of a 
rate condition in a certificate order subsequent to the commencement, of 
deliveries authorized, by the certificate. United Gas Pipe Line Co.,.13 FPC 

Contractual rights may be abrogated by the operation of statutory sate 
filing and suspension provisions of Section 205 of the Federal, Power. Act. 
Pacifie Gas and: Filétiric Co. oo - olilenien sstes- e- 4a- ecsht <wit abe 13:FPC 

Section 205:of the Federal Power Act does not qualify the right of a seller 
to maintain rates which satisfy statutory standard by any requirement 
for the consent of the buyer or for a Commission. finding with respect to 
ibe CaS TES. 16. «co sercrcdraceenanbecsencss+elhitheuh 

Commission determines that the documents tendered by Cities Service 
for filing with the Commission were properly rejected by the Secretary as 
not in conformance with the Commission’s rules and regulations relating to 
the filing of changesin rates. Cities Service Gas Producing Co__-_-- 14 FPC 

Commission rejects rate filings by non-operator producers who are not 
signatory parties to the contract between the operator and the pipeline 
CORT, SI apace pacanennteas 14 FPC 

Natural gas company, but not Commission, is required to give public 
thirty-day notice of proposed rate increase filings. State Corporation Com- 
ale TI oe acco cnc ke et aarcanlcerasccanceene 14 FPC 
512-874-6722 
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RATE SCHED ULES—Continued 
§. Fitinc—Continued 


Request to withdraw change in rate and to amend initial rate schedule 
denied, where initial rate had become effective, but service had not 
commenced. Arkansas Fuel Oil Corp._.........-------------- 14 FPC 1087 

Commission rejects Continental’s “notice of withdrawal of change in rate 
schedule’ under the rate filing provisions of section 154.97 of Commission’s 
regulations under the Natural Gas Act instead of treating the “‘notice” as a 
pleading under section 1.11(d) of the Commission’s rules of practice and 
procedure. Continental Oil Co......-.-..2-------2------- 2. 15 FPC 738 

Mobile case does not apply to change in rate form since this proceeding 
satisfies, in substance, the requirements of Section 5 of the Natural Gas 
Act: ‘Oligo Filet Gas Com. i82 cc 2c Lat eels 15 FPC 1625 

Commission distinguishes this case from the Mobile decision on the basis 
that after United filed a conversion tariff, the rate terms of the contract 
were superseded and no longer remained in effect, and the course 
of business between United and Tyler Gas from that date has been governed 
by ex parte tariff rates. United Gas Pipe Line Co___...---------- 16 FPC 15 

United’s proposal! for increased rates does not constitute a unilateral 
change of a contract, prohibited under the Mobile decision, for the contract 
language supplies the purchaser’s assent to United’s filing of a change in 
cates. OPES ete See OO Rares SE PUNO JOU TO. BLOOM 2al 26 

Commission has the duty under section 4 of the Natural Gas Act to 
review the rates agreed to between the parties to determine whether they 
conform to the standards laid down in the Act. Union Oil Co. of 
Califo eta lS IDS 20 SEU E22 SRI RU LN OR ih Dees Sule ot oe 16 FPC 104 

Commission has the duty under Section 4 of the Natural Gas Act to 
review those changed rates agreed to between the parties to determine 
whether they conform to the standards laid down in the Act. Sun Oil 
COs na BUSES Ol DUFZOEEA VOLE OL! OBR LIS eee LU oy 17 FPC = 192 

The Mobile opinion has no application in a rate increase proceeding 
wherein the company’s proposed increase is in accordance with the pro- 
visions of the contract between the company and the purchaser. Crow 


Page 


Drilleag Cb22 82 858 M09 S05 OF TS DSrGUs JaUIe VIBoO 6 Ek 17 FPC 229 
Peaking-service rate schedule is not an initial rate schedule. Lake 
Shore Pige Tine Go's fO 20 BIog0 sel ye Dbitegerds cul ysua ele Al 17 FPC 395 


A conditioned certificate order, after becoming final, cannot be collaterally 
nullified through the filing of a rate schedule change. Texas Eastern 
Transiicetidn Corp Ea ol ab Jor. toyodeceeri sub 18 FPC 131, 134 

Expiration of contract does not give independent producer the power to 
increase rates by obtaining a new certificate and filing an initial rate sched- 
ttle. Gun Oil Couwee ice ete eee LLY 18 FPC 610, 708 

6. INTERPRETATION AND APPLICATION. 


Commission and not the courts has jurisdiction under the Federal Power 
Act to determine in the first instance whether some of the charges billed by 
Penn Water to Consolidated are “reasonable and necessary operating 
expenses” within the meaning of those words as used in Penn Water’s filed 
rate schedules. Consolidated v. Penn Water_....----.---------- 12 FPC 41 
Commission, in response to a request for an interpretation of the mean- 
ing of Penn Water’s schedule of rates in relation to the company’s direct 
sales of energy to the Pennsylvania Railroad, declares that it did not 
attempt, in prior proceedings, to assert jurisdiction over the sale to the 
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RATE SCHED ULES—Continued 
6. INTERPRETATION AND ApPpLIcaTion—Continued 


railroad but rather left that sale and the terms and conditions thereof 
unregulated. Penn Water and Consolidated__............-.---- 12 FPC 

Commission finds, in a dispute between United and Mississippi over the 
amount of adjustment in charges for gas sold and delivered, that certain 
supplements to United’s rate schedule require accounting adjustments in 
favor of the purchaser. United Gas Pipe Line Co___.....------- 12 FPC 

“Surplus gas’’ as the term is used in United’s rate schedule refers to the 
volume of gas that is produced in the Carthage Field and purchased by 
United, which is over and above those contract volumes produced in that 
field to meet the market demands of United and other purchasers. The 
term as used does not include “exchange gas.” Jd_._..-._--..----...--- 

The sale to Shell by Tidewater is not a ‘‘percentage’”’ sale as referred to 
in Section 154.91, paragraph (e), of the Regulations under the Natural Gas 
Act. Tidetela Ol Cpt Silndedtin ne sh Gas al tenes 18 FPC 

The terms and conditions of the Texas Gas and Shell contract are not 
affected by the letter agreement between Texas Gas and Atlantic, which 
merely represented action taken under a preexisting contract. Shell Oil 


a a a re a a eee 18 FPC 
7. SUSPENSION. 


Though Commission would not ordinarily consider disposition of suspen- 
sion proceeding without hearing, supplement, by its terms providing for a 
change in service without a corresponding change in rates and charges, 
permitted to become effective without hearing in view of temporary nature 
of proposed change and fact that pressing emergency supply situation on 
pipeline company’s system requires immediate determination of natural 
gas requirements of its customers. Reduced deliveries provided would be 
curtailed under emergency service rules and regulations previously accepted 
by Commission. Panhandle Eastern Pipe Line Co-_.-...22----.-- 6 FPC 

Suspension proceeding terminated and Commission’s order of March 31, 
1945, in docket No. G-620, 4 FPC 263, 273, granting certificate of public 
convenience and necessity, modified so as to permit pipeline company 
to make deliveries in accordance with supplemental rate schedule. 

Northern’s rate schedules IND-1 and IN D-2 are found to be subject to 
Commission’s suspehsion power in accordance with section 4(e) of Natural 
Gas Act, since these schedules are not independent of the CD-1 rate sched- 
ule which is subject to Commission jurisdiction. Northern Naturai Gas 

www ITO GS LG. DONO. SUPT Vso05. sual veri feu 8 11 FPO 

Commission may suspend rate schedule which relate to commodity charge 
for direct industrial and non-resale gas when gas utility operates under 
two-part rate and such schedules are inseparable from schedule reflecting 
demand charge for jurisdictional resales. Jd.....-....-2- 22 2.20--2-22- 

Commission reserves determination of disposition of revenues collected 
under bond, because it considers recordinadequate. Jd.__o.._.. is... 

Suspension of proposed contracts covering direct sales of natural gas for 
industrial use vacated. Colorado Interstate Gas Co_...__ 2.42. 13 FPC 

Motion to shorten suspension period denied, where company costs have 
increased but no showing made that company would sustain operating 


losses under’ the rates in effect during those months. Tennessee Gas Trans- 
mission O62. 225.220 018. 22 sbbeldoe i a bateepuey ee 13 FPC 
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RATE SCHED ULES—Continued 
7. SusPpENs1ion—Continued 


Suspended rate increases allowed to take effect in part to recover an 
increase in the Texas Production Tax. Philiips Petroleum Go... 13 FPC 
Under Section 4(e) of the Natural Gas Act Commission has discretionary 
authority to suspend proposed increases in rates or to. permit them to take 
effect without suspension. | State Corporation Commission of Virginia. 14 FC 
Commission has authority to suspend increased rates, which are not part 
of the initial rate filing. Humble Ou & Refining Co...--..----- 17 FPC 
Suspension notice found adequate. . Id...-._+...4...-----++4--+.+--. 
Sun’s proposed initial rate schedule accepted for filing as a proposed 
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change in rates. Sum Oil. Co... i220. 4-2. -sesd-seds--- 18 FPC 610, 708 


8. TARIFF PROVISIONS AND SERVICE’ AGREEMENTS. 


An agreement between a natural gas pipeline company and a distribut- 
ing company which provides for a variable decrease in volume of ‘gas 
required to be delivered on firm basis under filed rate schedule, where 
determination of volumes to be delivered above 25,000 Mef rests in sole 
discretion of supplier, would have effect of charging firm service rates for 
natural gas which is not firm, thereby charging distributor higher rates 
than those demanded from others for service subordinate -to firm service. 
Panhandle Easiern Pipe Line Co... ......--.------ 22-2 kU 6 FPC 

Commission has authority to amend, alter.or change rate schedule 
provisions providing for delivery of specified quantities.of gas embodied in 
contraets between. parties since such contracts, even though entered into 
prior to enactment of Natural Gas Act, are clearly subject to the provisions 
of that Act and Commission regulation in public interest. (Union Dry 
Goods Co. v. Georgia Public Service Corp., 248 U.S. 372; Producers Transp, 
Co. v. Railroad Commission, 251 U.S. 228). Id... s..----s----+------- 

Proposed revision of the presently effective classification, service, 
regulation and practices of the rate schedules of Northern Natural Gas 
Company appéars to present a fair control of, and limitation on, the 
addition of new loads by utility customers served by Northern. Northern 
Natural:G@ee:@eacilagict tinsicus wah de 0s- Dei bean -aciawmea- den 7 FPC 

While Northern and another party to the proceeding during the hearing 
presented exhibits which purport to show how the allocation of future 
capacity will be made, such question was not before the Commission. 
The order which the Commission enters, however, shall be without preju- 
dice te the right of any interested party to initiate before the Commission 
a proper proceeding concerning the future allocation of additional system 
capacity which may result from construction proposed by Northern. 
Since the proposed revision of the presently effective rate schedules 
presents a definite plan for thé control and limitation of new ‘‘large volume’’ 
réquirements of customers served by. means of Northern’s pipeline system, 
and since it is fair and equitable to both Northern and its customers, the 
proposed revision and such further mechanical revisions as may be’ neees- 
sary to complete Northern’s FPC Gas Schedules, Volume No. 2, will be 
permitted to become effective as of April 10, 1948. Jd___ ..--.-+-.-.4.-- 

In proceedings originating out of complaints filed by several ‘‘Gas 
Utilities’ served by Respondent against certain proposals of the latter 
with respect to apportionment of limited increase in contract demand 
among “Gas Utilities’? purportedly in compliance with the provisions of 
a rate schedule lawfully filed with the Commission, there were presented 
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RATE SCHED ULES—Continued 
8. Tarirr Provisions AND Service AGREEMENTS—Continued 


for consideration four major proposals with respeét to the apportionment 
of future limited increases in Northern’s pipeline capacity: 

(a) The “March 3d Proposal’, which would give undue’ preference’ and 
advantage to those ‘“‘Gas Utilities’? who more recently changed over to the 
supplying of straight natural gas; 

(b) The “June 9th Proposal’, which uses the number of customers as a 
basis for apportionment of additional capacity, without giving ‘any econ- 
sideration to the use of the gas and would result in undue discrimination 
among communities; 

(c) The “TIowa-Illinois Plan’, which could apportion ali additional 
volumes on the basis of contract demands as of December 27, 1947) thus 
giving consideration to only ene factor, the volume of gas taken on a 
particular date. Such a plan would result in discrimination between 
communities in that it does not give consideration to’use by ultimate 
consumers; and 

(d) The “Combined Method”, which gives primary consideration to 
normal increases in residential utilization and the additional gas required 
for changeover to straight natural gas and for newly authorized service. 
Northern Natural Gas C6. 2522222 2 ak SO, 2 SA 7 FPC 

The latter the Commission found to be in the public interest and to the 
general benefit of the consumer, and this plan, modified as thereinafter 
ordered, prescribed and fired to control the apportionment by Northern 
of future limited increases in contract demand. Jd_____.-_-i.-_-4L_--. 

It is not feasible for Penn Walter to assume firm commitments to all of its 
customers, including Baltimore Co. Present arrangement is most practical 
and will be continued with such modifications as are necessary to ac- 
complish reductions. Pennsylvania Water & Power Co______--_- 8 FPC 

“Partial requirements’? customers should continue to purchase natural 
gas from Panhandle under firm contract demands on 100 percent load 
factor basis and should be permitted to negotiate for interruptible off-peak 
gas to augment storage. Panhandle Eastern Pipe Line Co-_----- 10 FPC 

Commission finds that reasonable peak volumetric limitations should 
be placed on each company dependent on Panhandle for its day-to-day 
seduiremente; © 7@.< 3 ooo ee ee. Sa 

All contracts presented by Panhandle in this proceeding disapproved by 
Commission without prejudice to subsequent determinations to be made 
regarding new service agreements to be entered into. Jd__...._.------- 

Commission determines that Michigan Gas Storage Co. may enter into 
@ service agreement with Panhandle for general service, supplemental to 
its renegotiation of a service agreement for storage service. Jd__.-_.~--- 

Commission requires duration of service agreements entered into by 
Panhandle and its customers to be within prescribed minimum and maxi- 
mum term of years. Id 

Modifications and amendments of gas tariff authorized by Commission 
on rehearing of Opinion 10 FPC 185, with respect to specified issues, and 
Panhandle required to file substitute tariff sheets complying with these 
modificntima.: Tee. oe oe oe Se ea ae ak 

Commission finds that applicants should specifically provide in the 
general terms and conditions of their tariffs for statement in service 
agreements of contract demand effective for each customer, as part of full 
disclosure contemplated. Atlantic Seaboard Corp__......------ 11 FPC 
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RATE SCHED ULES—Continued 
8. Tartrr Provisions AND SeRvIcE AGREEMENTS—Continued 


Applicants are required to revise their tariffs to eliminate provisions 
which permit applicants to increase “‘contract demand’’ in event of overruns 
by customer in excess of 3 percent of the contract demand. Jd___....._- 

Commission orders deletion of provision in tariff that no reduction in 
billing demand shall be made during period when Northern’s deliveries are 
impaired by force majeure causes. Northern Natural Gas Co__.. 11 FPC 

Northern’s tariff is modified to reduce range within which the heat 
content of its gas can vary without a price adjustment by Northern. 
FR) A Statins cats ideckuewccnpiensdasadile cnondimeeiene 

Since a rate schedule should contain the entire charge for gas sold and 
delivered, Northern’s rate schedules GS-1, IND-1, and IND-2 are com- 
bined in:the OGDel:sohedule, «26s... osc snvincd oc opcceceodsnnde---- 

Examiner finds that applicant should be permitted to continue restriction 
contained in availability clauses of its rate schedules, whereby the gas 
available for use as boiler fuel by buyer, or by any one ultimate customer 
of buyer, could be limited to not more than 500 Mef per day. Atlantic 
Seahoerd firOs. 4.05 lassi tive <eitenscnuarentimedasupspiecs ena 11 FPC 

Examiner concludes that continuance of service by Seaboard to intervener, 
Washington Gas Light Co., under terms of contract of May 1, 1937, 
would be preferential to Washington and that contentions of intervener 
to the contrary are without merit. Jd.......--..-.-----.-.---------- 

Any extraction of hydrocarbons which does not reflect in the cost of 
service the full value of any reduction in Btu content is not in the public 
interest and therefore applicant must include such a provision in its gas 
tarill.. Golf Dnhenstate B68 Gen cscs a ccpwads << en dame nedinnt aad 12 FPC 

Interruptible rate schedule is required to prevent discrimination against 
customers of Panhandle’s resale customers in favor of Panhandle’s direct 
customers. Panhandle Eastern Pipe Line Co__......----------- 13 FPC 

Curtailment of Panhandle’s interruptible rate schedule is limited only 
by the proper and necessary condition that it shall be non-discriminatory. 


Panhandle’s interruptible gas should be provided first for storage use and 
then should be allotted equally between Panhandle’s direct. customers and 
Rs di aaa nav amacinnednwnes cance aes 

To permit Panhandle to set up a differing order of priority to be appli- 
cable to its direct sale customers alone would be discriminatory as against 
RO IE TOS, «tenis neetsire aah on mhrepentiiern spd see erone te 

Minimum bill provision would impose on purchaser a potential obligation 
which, as an interruptible customer, the purchaser should not be required 
to sustain. Northern Natural Gas Co...-....-.--------------- 13 FPC 

Commission finds that the inclusion in United’s tariff of a minimum 72 
percent take-or-pay-for provision is lawful, just and reasonable. United 
IR a as nail ornate eee 14 FPC 

Houston’s gas purchase contracts should not include provisions for their 
cancellation or for reductions in take. Houston Texas Gas & Oil 
CN. “pend kid: malate. adinnds Dim homtcahttnrs ah hee bel 16 FPC 

A minimum bill should be based at least in part upon demand because 
the facilities built must be of sufficient capacity to meet peak day deliveries, 
and should be on a monthly rather than an annual basis to avoid uncer- 
tainty as to actual charges until the end of the year. Jd_....-...------... 
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INDEX-DIGEST 


RATE SCHED ULES—Continued 
8. TarirF PROVISIONS AND SERVICE AGREEMENTs—Continued 


Service agreements rejected where the conditions are not enumerated 
under which rate changes may be proposed and where the conditions under 
which a change may be filed incorporate a document outside the present 
inet. FE S.. ..ncavec<spedheminsih<nenestetitahnes<iit aie 17 FPC 

See CERTIFICATES, 9. Factors, (e) Initial Rates and Tariff Pro- 
visions; DISCRIMINATION. 


RATES. 
1. AFFILIATION. 


Respondent seeking to justify increased rates in contracts with affiliates 
does not meet the statutory burden of proof by merely adverting to the 
fact that the contracts and schedules containing the rates had been filed 
with the Commission; that the rate charged for gas sold by the affiliate was 
the same as charged another affiliate for gas delivered at the same point; 
that the rate charged for the transportation of the gas was the average cos- 
per Mef of gas transported by certain of the system affiliates, including 
several companies not involved in the instant transaction. Home Gas 


319 


305 


Cbg eee Pee en ene oe eee ta eee 2 FPC 407, 409 


The Commission is entitled to be informed fully and completely on the 
details of any transaction between affiliated companies, and the Commission 
will insist that every company coming before it will discharge its obligation in 
CHAE IO rico ock cart ts lah ak cin wk Seer ein cc dees nntarnibien iced ain neem ial 

No further basis exists for inquiry by hearing into reasonableness of 
rates contained in natural gas supply contract premised upon lack of 
arm’s-length dealing where basic agreement between companies not now 
affiliated (one of which, the purchaser, is a ‘‘natural-gas company’’) was 
arrived at as result of arm’s-length negotiations and, although sub- 
sequently affiliated, amendments were made to original arm’s-length agree- 
ment during period of affiliation do not appear to be prejudicial to ultimate 
consumers. Tennessee Gas and Transmission Co_.....----------- 6 FPC 

Commission finds that. Permian’s rate schedule should be based on a 
formula from which any costs of gas paid for but not taken are excluded, 
since Permian is an operating subsidiary of Northern. Permian Basin 
PU rath > sbeekin he ahh ted Kine panes tne 12 FPC 

Commission has consistently recognized the necessity to scrutinize with 
the utmost care transactions between two closely related corporate entities. 
Cities Service Gas Producing Ce. «<< s-acanncochenec<ndieonnnn 14 FPC 

Commission finds that the prices paid for gas by United to Union, an 
affiliate, although not reached as a result of arm’s-length bargaining, were 
not above prices reached between United and nonaffiliated producers as 
a result of arm’s-length bargaining. United Gas Pipe Line Co____- 14 FPC 

See COST, 3. ArrrtiIaTION anD Common Contro.t; RATE BASE, 
7. TRANSACTIONS OF AFFILIATES. 


2. CONSTRUCTION OF JUST AND REASONABLE UNDER SEcTION 4 or NGA 
AND Section 205 or FPA. 


Respondent’s motion to dismiss because of insufficiency of evidence 
denied; existing rates and charges held unjust and unreasonable and reduced 
rates and charges directed to be filed by the Commission held just and 
reasonable. Interstate Power Co__----0s2----2---24-42-ia--- 2. 2 FPC 
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320 INDEX-DIGEST 


RATES—Continued 


2. Construction or Just AND ‘R#ASONABLE UNDER SeEcTION 4 oF 
NGA» anp Spotion 205 or FPA-—Continued 


Rate comparisons held not to afford a’proper basis for determinitig the 
reasonableness of charges for wholesale power service in the instant case. 
City of Los Angeles v. The-Nevada-California Electric Corp__.------- 2 FPC 

Payments made by the city of Los Angeles under existing rate contract 
held unjust and unreasonable and defendant directed to file a new schedule 
of re@acsd ratandnd Ghatges: Fd. 555528. 2oSe Fh eh eg 

Evidence to justify the reasonableness of proposed increased rates and 
charges must be affirmative, concrete, and persuasive in order to discharge 
the burden of proof resting upon the proponent of such increased rates and 
charges. Mississippi River Fuel Corp__-.....-.---------------- 2 FPC 

The Natural Gas Act expréssly places the burden on the respondent of 
showing the justness and reasonableness of the proposed increased rates and 
charges in proceedings such as the present under section 4 of of the Natural 
GU RI Gran 68 as oie ee eka eae tu see Naae see cbc ee becusccese 

The facts necessary to be shown in justification of proposed increased rates 
and charges are susceptible of definite proof, and evidence relating thereto 
THEO WS Ur Me NG, BE ars rc see esse se slcstscste 

Held, that the respondent had not met the burden of proof as the record 
is barren of evidence showing or tending to show the amount of its invest- 
ment in, the cost of property used, useful, or necessary in connection with 
respondent’s operations involved in the sales to which the proposed rates 
would apply, either at the currently effective or the proposed increased rates 
and charges, or to show the existing accrued depreciation in such property, 
its operating expenses and annual requirements for depreciation in such 
operations, or what would constitute a reasonable return on its property 
used, useful, or necessary in connection with the transportation or sale of 
natural gas herein involved; and no claim is made by respondent that it is 
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179 


not now earning a reasonable return. Jd__-..-.._..--.-...-------.------ 179, 280 


A respondent in a proceeding for the suspension of increased natural gas 
rates which has adduced no evidence as to the cost or fair value of the 
property of its affiliates used and useful in corinection with the transporta- 
tion or sale of natural gas to or for respondent, nor as to the operating costs 
of said affiliates of rendering such services, nor as to the rate of return which 
would constitute a reasonable rate of return to said affiliates on the 
properties of the latter used and useful in rendering said services, has not 
met the burden of proof imposed by section 4(e) of the Natural Gas Act to 
show that increased rates or charges are just and reasonable. Citing 
Western Distributing Company v. Public Service Commission of Kansas, 285 
ME; BAGS Tee GUN Caos hao oe ocd caegeccacplasseeepecade 2 FPC 

Increased rates not justified where, from evidence of record, the revenue 
available to applicants, at present rates, will be adequate to meet necessary 
expenses, including depreciation and amortization, and allow a return of 
approximately 6 percent on the remaining investment. Godfrey L. Cabot, 
FRB on nh 2 SEO 2 Ese OAT 4 FPC 

Proposed increased rates for so-called emergency gas were not justified in 
the absence of evidence to show that on days applicant retained emergency 
gas its supply was inadequate for the requirements of its customers or why 
all such emergency gas so retained should be billed to the distributing 
companies without considering the requirements of others equally depend- 
ent on applicant for their gassupply. Jd......................-------- 


407 


184 


INDEX-DIGEST 


RATES—Continued 


2. CoNSTRUCTION: OF JUST AND RBASONABLE UNpsgR, SacTION 4 OF 
NGA anp Ssction 205 or FPA+-Continued 


Rates reasonable which provide revenues slightly exceeding the cost.of 
service allocated to. the jurisdictional business and distribute equitably. the 
cost of service among subject customers. Allegany Gas Go... 5 FPC 

In view of the fact that the difference between $257,500. (the amount the 
parties agreed upon as total annual compensation during, the five-year 
period beginning June 1,.1947), and $253,256 (proposed by the Commission’s 
staff) is relatively small, and since the major portions of both amounts are 
based on estimates of future costs, and the actual, costs when determined 
can be taken ‘into aceount in fixing the rate for the/third five-year period, 
Commission approves the $257,500 charge for the second five-year period. 
Brazos River Conservation and Reclamation Distri¢ts....- sa4+-<- 7 FPC 

Commission amends order to include finding in specific statutory terms 
that Penn Walter’s rates and charges to Pennsylvania Power & Light Co:, 
Philadelphia Electric Co., {and Metropolitan Co. are ‘“‘unjust’’?)and “‘un- 
reasonable’, and in excess of just and reasonable rates by specified amounts. 
Pennsylvania Water & Power Cows. - 2.22 sanse asndiadase-sesesnd 8 FPC 

All orders of Commission, including those issued. under section 20, are 
now goyerned by seetion)309 of Federal Power Act: , Jdjs. o.-..4-2b-..+. 

It would not be proper for Commission to deny increase in non-compensa- 
tory jurisdictional, wholesale rates .so long as Company is.earning a fair 
return on its total jurisdictional and nonjurisdictional eleciric.utility busi- 
ness. -Otter: Tail Power Gesbeisuoieuicnenwdessces sdeirbepieinn op 8 FPC 

Increaséd rates in question will not. produce, from Company’s wholesale 
business, returh in excess of fair rate of return of 544 percent on net invest- 
ment in property devoted to such service. .cJd_._ 2... 2.+--- sag hass-ens-s 

Revised rate schedules, embodying an increase in wholesale electric rates, 
are just and reasonable and not unduly discriminatory or_ preferential. 


Ohio Fuel is entitled to inereased rate of 52 cents per. Mcf\for the.year 
1950 on basis of allowed deficiency of $181,648 related to sales of natural gas 
in interstate commerce, Refunds to Ohio Fuel customers shall be computed 
upon such basis plus interest\at 6 percent. Ohio Fuel Gas.Co_+.<.- 10 FPC 

Ohio Fuel allowed increase of 1.25 cents per Mef over old rate for period 
beginning January 1,,1951, which will offset deficiency of $435,036 on basis 
of salea for. 2950... A @ ssi best 25d esis Lo teh’ dod sg -aenmesne ee aed> 

Proposed increased rate for sale of natural gas by Ohio Fuel in interstate 
commerce for resale disallowed as not just, reasonable, or. lawful. 
Commission interprets ‘‘just,and reasonable” rate schedules, contracts, 

and services as comprehended by Natural Gas Act to mean just and.reason- 
able to utility company served by “natural-gas company”, to ultimate 
consumers, and to pipeline company. Panhandle Eastern Pipe Line 
Co. ..sabupebact cid. sol -sini-sklaaeanet-bac- dane aouuseials 10 FPC 

Hope failed to justify its proposed increased rates as required by section 
4(e) of Natural Gas Act, but company entitled to receive increased rates 
from its wholesale customers as determined herein. to be just, reasonable 
‘and non-discriminatory, to meet. increased cost of service for its interstate 
business: Hope Natural Gas Coo. -0..4 520-4 sess ee se eee 10 FPC 
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322 INDEX-DIGEST 


RATES—Continued 


2. ConstTRUCTION OF JusST AND REASONABLE UNDER SECTION 4 OF 
NGA anv Section 205 or FPA—Continued 


Applicants are required by order to file rate schedules containing rates 
and charges found to be just and reasonable which shall be applicable for 
sales thereunder where no estimated increase in costs of gas will result to 
individual customer, and to file schedules covering all other jurisdictional 
sales. Atlantic Seaboard Corp__..._....------.--+---21-.---- 11 FPC 

Commission finds that a uniform straight rate of 31% cents per Mef is a 
just and reasonable rate for Alabama-Tennessee to charge for all its sales 
of natural gas for resale and constitutes a satisfactory rate in compliance 
with certificate condition. Alabama-Tennessee Natural Gas Co... 11 FPC 

Commission finds that Transcontinental has not sustained its burden 
of proof to show that the increased rates under suspension would be just 
and reasonable as required by section 4(e) of Natural Gas Act. Transcon- 
tinontal Gas’ Pipe Bind Corps 330 28s Ol cs UR OIE os 11 FPC 

Commission finds that Transcontinental has failed to establish on the 
record that its presently filed rates will not provide adequate revenue to 
meet its cost of service, including a reasonable rate of return on net invest- 
ment ii utility' property, “'TF@sele. 22 2. QU LULU he ee else 

Alabama-Tennessee’s claim that it has been deprived of property without 
due process of law by Commission’s rejection of its rate schedule filed on 
January 14, 1952, is considered by Commission to be unjustified on ground 
that proposed rates were excessive and no claim of confiscation may be 
predicated upon a claimed right to receive unjust enrichment during suspen- 


sion period. Alabama-Tennessee Natural Gas Co_..__.---..---- 11 FPC 
Northern’s proposed increased rates for sales in Hugoton gas field area 
allowed to take effect. Northern Natural Gas Co__..-..--------- 11 FPC 


Docket No. G-1881 dismissed as to seven issues and $7,601,853 of 
increase proposed by Northern disallowed by Commission as consequence 
CN a 2a Sev NU ed cddadacaasddocncnhdsenodasacscanascnag 

Commission finds that Mississippi has not sustained burden of proof, as 
imposed by section 4(e) of Natural Gas Act, to show that increased rates 
and charges under consideration are just and reasonable, and, therefore, 
proposed rates and charges should be denied. Mississippi River Fuel 
CONG POSURE IE BEE STO PT a Sow dU A 2d 11 FPC 

Commission requires Colorado to file rate schedules effecting reduction 
found due to customers other than Natural Gas Pipeline Co. _ Colorado 
Intovetehé Gale Cok 22 2 Ct SSE ee es 11 FPC 

Upon review, Commission finds no need for new rate arrangement 
between Texas Gas and Panhandle to-compensate Panhandle for additional 
costs in compressing gas. Texas Gas Transmission Corp__........ 11 FPC 

Commission determines just and reasonable rates for Texas Illinois 
under Section 4 of the ‘Natural Gas Act. Texas Illinois Natural Gas 


Pigeiad' Go fis. SEU20 oS Booey eos SA 13 FPC 
Commission determines just and reasonable rates for Ohio Fuel under 
Section 4 of the Natural Gas Act. Ohio Fuel Gas Co_____-_._._.. 13 FPC 


Commission determines under Section 4 of the Natural Gas Act the just 
and reasonable rates and charges applicable to El Paso’s sales of natural gas 
in interstate commerce for resale. El Paso Natural Gas Co___---- 13 FPC 

Commission prescribes rates for Panhandle under Section 4 of the natural 
Gas Act and reserves disposition of amount collected under bond for future 
determination. Panhandle Eastern Pipe Line Co 


pebupaioeawe aes 13 FPC 
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INDEX-DIGEST 


RATES—Continued 
2. CONSTRUCTION OF JUST AND REASONABLE UNbDER SECTION 4 oF 
NGA anv Section 205 or FPA—Continued 
Commission terminates proceeding under Section 205 of the Federal 
Power Act after finding that the proposed rate is not unjust or unreasonable. 


Pacifie Gas end Tedrie Coe. eT Oe 2 aS 13 FPC 
Commission determines just and reasonable rates for Manufacturers and 
Home under Section 4 of the Natural Gas Act. Home Gas Co____- 13 FPC 


Commission determines just and reasonable rates for East Tennessee 
under Section 4 of the Natural Gas Act. Hast Tennessce Natural Gas 


CO. cancin ji ccbcuvn tages deme aka see beneat en aeree ae 13 FPC 
Commission under Section 4 of the Natural Gas Act determines the just 
and reasonable rates for Hope Natural. Hope Natural Gas Co_.-_ 13 FPC 


Section 5(a) does not mean that rates which are not the lowest reason- 
able rates cannot also be just and reasonable under Section 4(a). Pan- 
handle Basta, Pipe. Tat CO. a Ro ROU ER RO 13 FPC 

Commission under Natural Gas Act permits rate schedule to become 
effective and discharges applicant from liability under the previously filed 
bond. Waundertich Development Coco. 5 oe lle et 15 FPC 

Commission finds that applicant’s proposed rate increase to 10 cents per 
Mef is just and reasonable and that no refund is due with respect to this 
rate which has been in effect since December 31, 1954. - Christie, Mitchell & 
MRMEE, .< cccecs on cn accnconcedatcgannanceoateneneneen 15 FPC 

Where a company seeks a rate increase, there is no statutory requirement 
that the Commission must find the proposed rate to be unjust and unreason- 


able before it may be disallowed. Crow Drilling Co_-_--_----- SIF FPPC 
Examiner in his decision discusses established principles and precedents 
in the field of rate regulation. Forest Oil Corp_.......-.------- 17 FPC 


Commission concludes that the increased rates proposed by Olin for 
company-produced gas are reasonable and will serve the desirable and 
proper purpose of affording Olin the incentive and the means for under- 
taking the exploration and development which are required in the interest 
of Olin’s customers to meet their need for continued supplies of natural gas 
at reasonable rates. Olin Gas Transmission Corp_-_.-.-.----~-» 17 FPC 

Commission allows the increased rates proposed by Olin to become 
effective, but notes that the circumstances in this case ‘‘are well-nigh 
unique’’, and emphasizes that its findings will not be a precedent ‘for fixing 
just and reasonable rates for any natural gas company in any future case.’ 


When one seeks to have a rate increased, he must establish the justness 
and reasonableness of the amount of the proposed rate, regardless of how 
small may be the difference between the existing rate and the proposed 
rate. Southwest Gas Producing Co., Inc..........--.----------- 18 FPC 

See DISCRIMINATION; RATES, 3. Costor Ssrvicz Meruop, 
5. Freup Pricsz. 


3. Cost or Service Merson. 


Commission concludes that there is no reason for questioning the use of 
cost of service as a criterion of the justness and reasonableness of the charges 
for power and energy. Georgia Public Service Commission v. Florida Power 
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324 INDEX-DIGEST 


RATES—Continued 
3. Cost or SeRvIcE MretHop—Continued 


Commission decides that the cost-of-servi¢e formula is best for determin- 

ing the just and reasonable rates in the electric industry where all costs are 

known or clearly determinable and rejects the value of service formula 

proposedby Generating Co. South Carolina Generating Co___-_.- 16 FPC 58 
Commission utilizes cost as the basis of determining pipeline rates, instead 

of allowing a competitive fuel to be the determining factor in fixing the 

transportation rate to the power.companies. Houston Texas Gas & Oil 

Cot F.2d loeitel- seated th ae~Babsdads<herreatraitetnds 16 FPC 132 
City of Detroit case, which requires the presentation of cost evidence as a 

point of departure, applies to the,rates of all natural gas companies, whether 

they be interstate transmission companies or independent producers. 

Union Oil.Co. of California; Orange Grove Oil and Gas Corp.; Sun Oil Co.; 

Foret: OR Gti ass erettnde aalteseth etter teeta ht 17 FPC 91, 454, 502, 868 
Commission continues hearing in an independent producer rate case for 

the purpose of permitting staff to prepare a complete cost of service, which 

would include an original cost study. Southern ProductionCo....17FPC 529 
It is appropriate to offer evidence of what rate is necessary, to encourage 

exploration and development, but there must also be showing made in 

support of ,the ,proposed rates under the rate-base method. H. F. 

eR 0 0 cds As etek d bAOS > BR kciett tenn sea Renée 18 FPC 
City of Detroit case requires that the conventional rate-base method be 

used at least.as a basis of comparison in arriving at just and reasonable 

rates for producers... Delhi-Taylor Oil Corp_._....-..-----..- 18 FPC, 376, 706 
In the City, of Detroit case, which required the submission of rate-base 

evidence to justify increased rates, the court was interpreting substantive 

statutory and constitutional standards applicable to all natural-gas com- 

panies whether they be interstate transmission eompanies or independent 

producent, fbi E iO Re —eqne~'Sie tye —aitirrnee err =a tie 18 FPC 633 


4, Errectrive Ratp. 
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Natural gas Company may not charge or accept any rate other than the 

filed rate which is effective in accordance with the requirements of Section 

4 of the Natural Gas Act. Michigan- Wisconsin Pipe Line Co_-_-_-_~ 13 FPC 348 
Commission finds that on the basis of equal treatment with other pro- 

ducers which have been accorded their effective June 7, 1954, rates; Phillips 

is in equity entitled to a rate which will give effect to Michigan-Wisconsin’s 

resale rate of 31.25 cents per Mcf, which Commission has found to be proper 

WY DOORGE ING. G—1678; ~ Eben ccc ccckccceecceiecnccciewsi ise 477 
Commission concludes that the rates charged were the “‘effective’’ rates 

during the period in which they were charged just as much as if the contract 

contained no clause which permitted adjustment of the rates from time to 

time. Cities Service Gas Producing Co__..-._..--.loL2--- +2 14FPC 290 
The filed rate is the legally effective rate, even though the basis for the 

rate (State minimum price order) has been determined to be invalid: Dor- 

chedte? Corps: 2. Se See ligepelt worene 14 FPC 1093 
The legally effective rate is the filed rate, which is the rate actually being 

paid by the buyer, and not the rate that the buyer,is contractually obligated 

to pay.... Philleps Petroleum Co. oo. 20 <a ok caceed---nnne 17 FPC 504 
Initial rate as of June 1954. Kerr-McGee Oil Industries, Inc._. 18 FPC 594 
The legally effective rate on June 7, 1954, was the rate actually effective 

and actually being paid on that date. Shell Oil Co___._-.-.----- i8FPC 618 
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RATES—Continued 


5. Frewp 


PRICE. 


Independent producers are under the same burdeni‘as interstate pipeline 
companies to justify any proposed rate increases, even if-their operation 


may differ. 


Sun Oil Co.; Union Oil Company of California 


Producer contract terms are not per se an indication that the prices agreed 
upon are just and reasonable either initially or as subsequently increased 
pursuant to escalation clauses or otherwise. Union Oil’ Co. 
JOR n a peccan cea ne began enone be ee CTT eee 14 FPC 

Commission dismisses application for tate increase becausé applicants 
failed to prove that proposed increase in rates is just and reasonable’ under 


section 4(e) of the Natural Gas Act. Continental Oil Co 


of Cali- 


15 FPC 


Evidence of field prices and arm’s-length bargaining, aloné, does not 
sustain burden of proof in a section 4 or section 5 rate proceeding under the 


Natural Gas Act. 


Christie, Mitchell & Mitchell 


15 FPC 


Commission’s delegated ratemaking authority under the Natural Gas 
Act does not empower it to determine just and reasonable rates on the basis 
of arm’s-length bargaining and market value alone, without evidence that 
the increased rates are no higher than necessary to encourage exploration 
for and production of known and future gas reserves of the applicants. 


Union Oil Co. of California 
Commission grants the motion to dismiss the rate increase applications of 


Union Oil, 


16 FPC 


Louisiana Land Co. Morris Rauch, et al., and Bel Oil. 


Commission finds no showing on the record either of revenue requirements 
or that the increased rates are no higher than necessary to promote explora- 
tion for and development of gas supplies while, at the same time, providing 


the protection to the ultimate consumer contemplated by the Act. 


Sun 
17 FPC 


Commission finds that none of the evidence presented by the. companies 
is designed to show what rates are needed, either by individual] producers or 
by the industry generally, to further exploration or) other production 
functions while, at the same time, providing the protection to the ultimate 


consumer contemplated by the Act. 


Associated Oil and Gas'Co.__. 17 FPC 


The Natural Gas Act does not. permit the Commission) to approve the 
increased rates sought to be justified here through evidence of arm’s-length 
bargaining, field prices and commodity or market value of the gas when 
there is no evidence that the increased rates are no higher than necessary 


to encourage exploration for and production of. known and, future gas 
Crow Drilling Co 


reserves. 


17 FPC 


Evidence relating to the field price paid after the end of the test period 


ruled admissible. 


field prices. 


Panhandle Eastern Pipe Line Co 


City of Detroit case does not preclude consideration of 


Commission-determines that the cost involved in Negley’s production 


clearly justifies its proposed rate increase. William Negley, d.b.a; Paisano 


Trading Co 


Commission finds that the various methods of determining cost. of 


17 FPC 


service allowable to jurisdictional sales, as reflected in the evidence, taken 
together with the evidence as to field prices, support Gregg’s proposed rate 
increase, without determining the weight, if any, to be given these factors, 


or what would be an appropriate rate of return. 


Id 
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RATES—Continued 
5, Fretp Price—Continued 


Commission grants the motions to dismiss Forest Oil’s rate increase, 
but their reasons for finding that Forest Oil has failed to meet its burden 
of proof with respect to the increased rates differ from those of the examiner. 
FOTCIs Get ied wiht dh reed canthal ub end etre Seana he 17 FPC 

Commission holds that upon the basis of all the evidence in the record 
the rate in question is a lawful rate within the meaning of section 4(a) of 
the Natural Gas Act. Harper Oil Co_...-...---------------- 17 FPC 

Evidence of arm’s-length bargaining, valuable consideration for the 
amendatory contracts, and favorable comparison of their rates with others 
does not sustain applicants’ burden of proof in a rate proceeding under 
Section 4 of the Natural Gas Act. H. F. Sears_.....-.-.--..-. 18 FPC 

Commission dismisses the rate proceeding and disallows the increased 
rate because proof of arm’s-length bargaining and evidence of area or field 
prices alone do not suffice to sustain the burden of proof in a Section 4 
proceeding. Southwest Gas Producing Co--_...--...---------- 18 FPC 

When one seeks to have a rate increased, he must establish the justness 
and reasonableness of the amount of the proposed rate, regardless of how 
small may be the difference between the existing rate and the proposed 
rate. Id 

6. GENPRAL. 


The fact that no authority was obtained from the Commission for the 
transfer of the facilities here involved to the municipality, although it 
appears that the transfer of the facilities may have been subject to the 
Commission’s jurisdiction under section 203 of the Federal Power Act, is 
collateral to the instant proceeding to determine the reasonableness of 
rates and charges, and is not inconsistent with the disposition of the issues 
herein. City of Los Angeles v. The Nevada-California Electric Corp. 2 FPC 

The ultimate purpose of the Commission’s rate regulatory activities 
under the Natural Gas Act is the assurance of reasonable rates for ultimate 
consumers. Louisiana Public Service Commission v. United Gas Pipe 
Tine Coisusold Aled ete She SOLE et sock SIA 3 FPC 

Respondent ordered to reduce rates subject to Commission’s jurisdiction 
by not less than $945,613 annually on 1943 basis and, when Commission’s 
order of April 27, 1943 (3 FPC 432), directing Interstate Natural Gas 
Company to reduce rates to respondent is validated by the courts, to pass 
on the proper portion of that reduction by reductions to its utility custom- 
ers. Mississippi River Fuel Corp_u......-.----.-.------.----- 4 FPC 

Gas company required to file revised rates, subject to prior approval of 
Commission, reflecting reductions commensurate with any reduced pur- 
chase costs of gas that may result from proceedings pending involving 
affiliated companies from which company obtains certain of its gas require- 
mente. ‘Ohio Fuel Gas Oe. i bellovie fawn cule Jedd cuusiwwed- 5 FPC 

Supplemental rate schedules filed by Panhandle to enable it te recoup 
from customer companies difference between rates at which it would deliver 
gas to such customers from its own system, if it were available, and higher 
rates it must pay for such gas delivered to it by displacement through Ohio 
Fuel, permitted to become effective retroactively, even though they provide 
for an increase in rates which, however, is relatively minor in magnitude, 
nonrecurring and involves: industrial ‘gas only. That arrangements 
embodied in schedules will further ameliorate shortage of supply in 


Page 


618 


809 


245 


308 


309 


109 


406 


359 


148 





warwene: 


ores ec aa ea 


INDEX-DIGEST 


RAT ES—Continued 
§., GENERAL—Continued 


area served by Panhandle is of greater importance. City. of Detroit, 
Michigans ssuiins iieieuided she i-candesiies 10} detadaaes oc 6 FPC 

Under the circumstances in this case, it. would.not be practical to. require 
Pittsburgh to put into effect rate schedules which would bring about, a 
reduction so small as the excess here indicated that would’ be attributable 
to the West; Virginia sales in order to comply with, claim of the West 
Virginia Commission on behalf of Pittsburgh’s intrastate customers for 
their share of any reduction in the latter’s rates which might result, from 
this proceeding. City of Pittsburgh v. Pitisburgh and West Virginia.Gas 
Co. ..- lowheS.--33.4-24h> etnies sabap~spaibooessd-oser~«s 7 FPC 

Kentucky’s rates are excessive in the amount of $571,284, of which 
$142,821 are attributable to, and should be reflected in a reduction of, its 
rates to Louisville Gas & Electric Company, and $428,463 in its rates to 
Pittsburgh and West Virginia Gas Company, and Kentucky should file 
schedules to effect such a reduction. Jd_.....--._--_---.-.---_------. 

Pending the determination of the matters on rehearing the effect of the 
Commission’s order of September 2, 1948, should be maintained. 

Order should be modified to require filing of certified copies of bills 
rendered by respondents to Metropolitan Co., Philadelphia Co., P. P. & 
L., and Baltimore Co. while stay that Commission ordered is in effect, and 
certified copies of journal entries effectuating compliance with conditions 
of stay order. Pennsylvania Water & Power Co__--------..---- 8 FPC 

Commission prescribes two rate schedules with a difference of one cent 
per Mef in the commodity charges to provide for the difference in load 
factor and peak-day accommodations between buyers. United Fuel Gas 
Be manera nbd iene ac tinea Geeeine ciate ae ee 12 FPC 

Investments and operations of El Paso’s subsidiaries should be excluded 
in calculating rate base and cost of service. El Paso Natural Gas 
CB. ogc nek aes Absent mena ona tad acne ete 13 FPC 

Some recognition must be given to the pattern of collections where, as 
here, the rates in effect departed materially from the classified costs which 
Commission has found proper herein. Ohio Fuel Gas Co__-_--_- 13 FPC 

Commission modifies Opinion No. 272 to reflect changes in the cost of 
service found to be proper and reasonable and clarifies the Commission’s 
order with respect to the computation of funds. The Manufacturers 
EA CH FEI OR a ponte ne treo netsne amen cee ae enna 13 FPC 

Where legal question arises as to how much gas pipeline will receive 
from producer under its contract at a lower price, Commission conditions 
order to provide for possible refunds. Tezas Illinois Natural Gas Pipeline 
CA. ncn annie dann 346s-eeces oan ia ameemmas dautine aie aa ee 13 FPC 

Record reopened for the limited purpose of receiving actual data for the 
computation of a rate base, cost of service, and determination of rates for 
the period during which rates in these proceedings were collected under 
LCC. . * e ee leee ei nad 13 FPC 


7. InTERIM ORDER. 


The Federal Power Commission has jurisdiction under the Natural Gas 
Act to entertain a motion for an interim order reducing rates for natural gas 
sold in interstate commerce for resale under contract with a gas distributing 
company. Illinois Commerce Commission v..Natural.Gas Pipeline Co. of 
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The Federal Power Commission has authority to issue an interim rate 
order reducing the rates charged for natural gas sold in interstate commerce 
for resale; when, after a full and fair hearing upon the issue of a fair rate of 
return, the’ moving parties, for the purposes of the motion, aecept the 
evidence of the defendarits-respondents on the highest present rate ‘base 
figure, together with ‘the companies’ estimates of revenue and operating 
expenses, life of the supply of natural gas, book figures for capital expendi- 
tures, and other factors. Fao. 2.81 Sil oe eb sbelee  eee 

The Federal'Power Commission may, upon a‘proper record, enter an 
interim order in rate proceedings under the Natural Gas Act. Federal 
Power Commission v: Naturat Gas' Pipeline Company, 315°U.S. 575. City 
of Detroit and County of Wayne; Michigan v. Panhandle Eastern Pipe Line 
Co... 2h 2B CSE Bre JUbs g TORRONE D9 eee oul 3:'FPC 

8. INVESTIGATION UNDER SeEcTIoN 5(a) or NGA anv’ Section 206 FPA. 


The City of Los Angeles, as a municipality, is entitled under section 306 
to file complaint. City of Los Angeles v. The Nevada-California Electric 
RAIN 2 cin gcc ala 0 mek ner gaia std aces cereivarg Ais iat eate aad a et ae ee oe 2 FPC 

That the defendant company does not have a correlative right before the 
Commission to complain that the rates charged complainant are too low, 
results in no injustice or hardship to the defendant company, for under 
Section 205(e) the defendant, as a “public utility,” may file proposed 
changes in its filed rates and charges. City of Los Angeles__._.-_- 2 FPC 

There is no rule of law requiring that the customers of a public utility in 
a discrimination case must be joined as parties. Otter Tail Power 
Ooi c6l Jam stit eee DR ees ee eee ie, ek 2 FPC 

Commission. has jurisdiction’ under Section 205(b) and Section 206(a) of 
the Federal Power Act to institute a proceeding on its own motion to 
determine whether rates charged a municipality by a public utility under 
the Federal Power Act are unduly preferential or discriminatory. 
The IJinois Commerce Commission is a “State commission’’ as defined 
in section 2(8) of the Natural Gas Act and is entitled to file a rate complaint 
and to make a motion with the Federal Power Commission for an interim 
order reducing rates; and counsel for the Federal Power Commission may 
join in such motion. Illinois Commerce Commission v. Natural Gas Pipe- 
line Cosghamepereee 5. S605. Wel eli Ry RAEI LUA 2 FPC 

In fixing future rates under section 5(a) of the Natural Gas Act, the 
Commission ,must necessarily consider the reasonableness of past and 
existing rates... City of Cleveland v, Hope Natural Gas Co_.___--_-_- 3 FPC 

The Commission does not have authority to fix rates for the past and to 
mend nner ee a are ree os 

In fixing future rates under section 5(a) of the Natural Gas Act, the 
Commission must necessarily consider the reasonableness of past, and 
onistinwrenietiy 06s G58 CSC SUS aha i le aes tare 

The Commission is authorized, at the request of the City of Cleveland, to 
make appropriate findings of fact as to the lawfulness of the rates charged 
the distributing company by the natural-gas company since June 30; 1939. 
Proceedings in a general ‘investigation under the Natural Gas Aet into 
contracts for the purchase ‘and sale of natural gas terminated after public 
hearings developing facts as to contract operations where the field involved 
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8. INVESTIGATION UNDER Secrion 5(a) oF NGA anp SgctTion 206 
FPA—Continued 


was largely depleted at the time of hearing, deliveries under contracts are 
either practically at an end or have been terminated and further action with 
reference to rates and charges would serve no useful purpose since all or 
substantially all gas available for sale has been sold and profits distributed. 
WV, Cl. PIE coax 10-00 vtha has nclnn ah eerie meade 4 FPC 

Company is qualified to file a complaint respecting rates and charges 
under section 5 of the Natural Gas Act even though not presently a gas- 
distributing company since the law clearly intended that both the producer 
now delivering gas to customers and the producer who has gas and pro- 
poses to deliver shall have the benefits provided by statute. Mondakota 
Gas Co. v. Montana-Dakota Utilities Co.......-.-.-----------.-- 5 FPC 

Company is not required to obtain authority to transport and sell natural 
gas in interstate commerce pursuant to section 7(c) of the Natural Gas Act 
as a condition precedent to filing a complaint under section 5 of the Act to 
test the reasonableness of seller’s rates. IJd_....--...-..-------..--.--- 

A company which owns or leases gas-producing wells and has potential 
customers to purchase gas when deliveries can be accomplished is a potential 
distributing ensepeng., 16 oni: -.<amadanchancnersestmeel-andéreaieins 

Commission has authority, in case of shortage, to provide for reasonable 
charges to secure compensation for volumes of over-run gas taken by 
utility and to protect delivery capacity of pipeline system by providing 
deterrent against taking undue excess quantities of gas (Cf. Turner Lumber 
Co. v. C. M. & St. P. Ry. Co., 271 U.S. 259), but this method of enforcement 
would appear to be eliminated since it would involve an increase in rate 
and, under section 5(a) of Natural Gas Act, Commission is prevented from 
ordering any increase in rates in absence of filing of new schedule providing 
for such increase. Panhandle Eastern Pipe Line Co 

Commission concludes that under section 5(a) of Natural Gas Act it has 
no power to order an increase in costs of gas to certain of applicants’ cus- 
tomers, which would result by application of rates herein found to be just 
and reasonable as to other customers, when coupled with a heat content 
adjustment provision. Allantic Seaboard Corp__.....-...----- 11 FPC 

Under section 5(a) of Natural Gas Act, Commission has no authority to 
order increase in rates to one customer in rate proceeding even though its 
order will produce lesser total overall revenues. Colorado Interstate Gas 
CO... -nannh=nedia<petia akethatilenctbeenia sinha ie 11 FPC 

Commission has no power to make findings as to the lawfulness of past 
rates for the purpose of providing complainant a remedy for the recovery of 
discriminatory rates in court, since complainant has a legal right only to the 
rate filed with the Commission. Willmut Gas & Oil Co. v. United Gas 
Pigs Line Givcmaanaktst-cnbe-tintetenicath<ites ee-- 12 FPC 

If a finding on the lawfulness of the 1948 contract were necessary or 
appropriate, the finding would have to be that the 1948 rate is:unreason- 
ably low and therefore unlawful. Pacific Gas and Electric Co... 13 FPC 

Although Commission is precluded by statute from prescribing and 
fixing a higher rate than El Paso has proposed for a particular sale, they 
are not prevented from recognizing that the revenue deficiency attribu- 
table to this sale results from El Paso’s design to maintain an inadequate 
rate and that other customers should not make up this deficiency, El 
FRG ORI OE Cis a cki kde ccetssiianddmieiaasie ee 13 FPC 
512-874-6728 
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8. INVESTIGATION UNDER Section 5(a) oF NGA anp SgcTIon 206 
FPA—Continued 


The proviso of section 5(a) of the Natural Gas Act does not preclude 
the Commission from requiring Northern by order to establish service 
zones and rate differentials. Northern Natural Gas Co_...-.-.-- 14 FPC 

Section 5(a) of the Natural Gas Act does not preclude the Commission 
from eliminating existing unlawful discrimination, undue preference, and 
unreasonable rates. United Gas Pipe Line Co__.---.---------- 14 FPC 

Mobile case does not apply to a Commission investigation of a contract 
rate under Sections 205 and 206 of the Federal Power Act. South Carolina 
CORONERS 4 cambinbcptegteteaecnns tea babns ate Con 16 FPC 


9. Rate Form. 


Contention that new type of rate should be substituted consisting of 
a new two-part rate contract based on (a) a service charge to cover the 
right to use the line up to one-half of its capacity, upon reasonable notice, 
and (b) a liberal charge for actual use of the line in the transmission of 
energy, rejected. City of Los Angles v. The Nevada-California Electric 
Re een ee ee ode cotecadartal eee matuseeeasere 2 FPC 
Since the company has only one customer a two-part rate considered 
appropriate, with a fixed transportation charge. The first part of the rate 
will be a commodity charge, 44¢ more per Mcf than the price paid for gas 
purchased, to cover the cost of lost gas, and the second part a flat monthly 
transportation charge. Penn-York Naturat Gas Corp__..-------- 5 FPC 
Terms of respondent’s rate schedules found to be so indefinite and un- 
certain that it cannot be ascertained what the transportation rate for 
shipping gas to a specific customer with a known load factor will be other 
than it would be between maximum and minimum rates provided. Mon 
dakota Gas Co. v. Montana-Dakota Utilities Co..-.-------------- 5 FPC 
Commission stated that applicant’s proposed block-type rate structure, 
claimed to give consumers full benefit of storage features of its project, 
should be given further study; and conditioned order upon applicant’s 
submitting schedule of rates satisfactory in form to Commission within 
six months from issuance of certificate. Michigan-Wisconsin Pipe Line 
CO et SA ores eh ee ee Re 6 FPC 
Commission determines that rate schedules for general and partial 
services should contain demand and commodity elements, except as to 
customers having contract demands of less than 2,000 Mef for whom a 
straight commodity rate is provided. Panhandle Easiern Pipe Line 
COnxc0 Pee 1 BTSs Be OE OR BRR SA Oe ook Pee 10 FPC 
Commission finds that demand-commodity rate schedule for firm service 
is proper rate for prospective operating conditions on Panhandle system 
and reasonable peak volumetric limitations should be placed on each 
company dependent on Panhandle for its day-to-day requirements. 
Rate schedule R-1 proposed by Commission staff is prescribed for sales 
of gas above contract demand volumes on an interruptible basis, as this 
rate schedule appears to represent reasonable demand: and commodity 
costs assotviated with such service. Northern Natural Gas Co_._-- 11 FPC 
Since applicants’ customers have differing service requirements, it is 
appropriate that a two-part demand-commodity rate be established. 
Atlantic Seaboard Corp. sii: Gu cee ee Role Leek Ls 11 FPC 
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Permian’s rate schedule under Natural Gas Act should provide for a 
rate based on a cost of service formula under which Permian would recover 
each month all reasonable and necessary operating expenses (including 
depreciation expense) applicable to the month, plus a fair return on a net 
investment rate base. Permian Basin Pipeline Co......----.-- 12 FPC 

Since it is the duty of the Commission not only to establish the level 
of the rate but to insure that the rate form and tariff provisions do not 
result in undue discrimination and preference, the Commission concludes 
that the contract demand form of rate schedule is not proper for applicant’s 
wholesales sales. Untied Fuel Gas Co._..._..---------------- 12 FPC 

Commission prescribed a demand-commodity type of rate, which gives 
effect to load factor but makes the time interval for determining the billing 
demand greater than customary, because United Fuel depends on the 
deliverability from its storage fields for a substantial portion of its peak- 
clay seneneres, i i ae 

Commission finds that billing demand should be related to sustained 
rather than single day deliveries, because of the flexibility of United Fuel’s 
daily supply capacity and the degree of integration of United Fuel’s opera- 
tions with those of the Columbia System. Jd_..--.--.-.-------------- 

A small general service rate schedule with a flat rate is appropriate for 


Manufacturers’ smal] customers. Home Gas Co...---....----- 13 FPC 
A small general service rate schedule with a flat rate is appropriate for 
Ohio Fuel’s small customers. Ohio Fuel Gas Co__-..------.-.- 13 FPC 


Uniform straight rate for all customers does not create an unduly dis- 
criminatory rate situation in this case, even though there are differences in 
service rendered by seller to its various customers. Michigan-Wisconsin 
PUR TARE Civ cies ot *neacné aaa ake eee 13 FPC 

When customers release transmission capacity to Manufacturers for gas 
storage, they should not be required to continue to pay demand charges 
corresponding with their utilization of capacity at peak requirements. 
FERGIE GP ei nesiee einen anor 44s aatiteeeeniatedeabenenaien 13 FPC 

Billing demand provision of the LS rate schedule proyides a more 
reasonable basis for assessing demand charges against Home than the single 
day billing because Home operates substantial storage facilities and is 
affiliated with the seller. Jd_.__.. elite ill iam excel tigi abi mil alae’ aici 

Continuous ratchet on the billing demand, instead of the calendar year 
limit on the billing demand, is desirable to relate subsequent demand 
charge revenues to prior established requirements. Ohio Fuel Gas 
CO z . cng adss iresic So narhh> atic Helen ied hice ath dial die tas 13 FPC 

Proposed shift from a requirements s tariff to a contract demand tariff 
rejected where there was a strong possibility of discrimination toward 
seller’s wholesale customers and seller has ability to store gas in large 
quantitien:: . Witte G68 Cbs. co icank citi cntkanh cenmnhiie heals 13 FPC 

Commission finds applicants’ proposed change to a contract demand 
rate form to be justified in the light of their financial and operating require- 
ments. Central Kentucky Natural Gas Co__._----..-------«--- 15 FPC 

Mobile case does not apply to change in rate form since this proceeding 
satisfies, in substance, the requirements of Section 5 of the Natural Gas 
Act. CRE Re CR OO 8 ne deb dian ceeded dnnntaalne 
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Contract demand rate form will tend to stabilize recovery’ of demand 
charges collected from distribution company customers and will encourage 
control of the peak demands by distribution company customers. 

Departure from usual formula for determining billing demand allowed for 
the first year. Houston Texas Gas and Oil Corp_2._.--....------ 17 FPC 

Rate form as well as rate level are matters peculiarly within the cogni- 
zance of the Commission under Section 4(e) of the Nautral Gas Act. 
American Louisiana Pipe Line Co_..... 22... 2L2.-2---2---2----- 18 FPC 

Commission disallows A-La’s contract demand rate filing because the 
brief period of actual operation does not yield sufficient experience to justify 
a change from the prescribed cost of service form of rate schedule. 


10. Rate SerrLemMeEnNt. 


Following advice by a natural-gas company of its plans for a voluntary 
general reduction in rates, consideration of a proposed Commission order 
for investigation of company’s rates was set aside in order to afford and 
opportunity to reach an informal agreement regarding the amount of 
reduction that would be reasonable, and after agreement by the company 
that the coniputation of excessive returns (and consequently the amount of 
reduction to be effected) would be in conformity with the regulatory 
principles established by the Commission, followed by cooperative confer- 
ences and consideration, the company agreed to reduce its rates in accord- 
ance with recommendations made in studies of Commission’s staff, thus 
saving the considerable expense of a formal investigation and hearings. 
ORT STE Enns can ken cane aasnnanebeddanaewat’ 3 FPC 

An over-all reduction of rates for sales of natural gas for resale for 
domestic and commercial consumption arrived at through conferences 
between natural-gas company and Commission, allocated to seven “rate 
areas” in accordance with Commission’s established policy of endeavoring 
to obtain uniform rates to widest extent feasible. Lower rates in Houston, 
Beaumont, and New Orleans areas due solely to very close proximity to 
sources of natural gas. Louisiana Public Service Commission v. United 
Se 0 a nc naw as ope hie hacia canoe enema 3 FPC 

Memorandum opinion issued to maké publi¢ record of basis upon which 
a reduction in rates was made and the manner in which it was achieved. 
DECREE TT ie m nem mriennnne Kenan dhunegne tik 3 FPC 

Proposed rate schedules were filed and accepted by the Commission 
accomplishing rate reductions as to jurisdictional sales, based on the test 
year 1944, resulting in substantial savings of time and money to both 
Commission and the company incident to extended, formal hearings and 
and rate proceedings. Ohio Fuel Gas Co__-- a aalacos ibe eeieaiiae s cearitc -.5 FPC 

Agreement between representatives of Commission and company as to 
proper rate reduction, and consequent acceptance by Commission for filing 
of rate schedules to reflect that reduction, would result in substantial 
savings in time and money which might have been expended incident to 
extended formal hearings. Tennessee Gas and Transmission Co.... 6 FPC 

Interim settlement removes uncertainty which would be created if Texas 
Eastern followed procedure of putting increased rates now under suspension 
into effect under bond. Texas Eastern Transmission Corp.......-. 11 FPC 
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Commission conditions approval of interim settlement with proviso that, 
if Texas Eastern should elect to exercise its rights under Defense Production 
Authority certificate of necessity, then it must refund to its firm customers 
any Federal income tax credits or allowances realized through accelerated 
tax amortization for period interim rates arein effect. Jd_...--.....--.- 

Commission approves interim settlement granting to Texas Eastern 
increased rates which will provide additional revenue of $26,180,000 per 
annum, based upon estimated annual sales for 1953. Texas Eastern 
TYORIMENOR COPD S «486 eh5 xhethe derstand snes tle cena 11 FPC 

Commission accepts a “proposed settlement” under the Natural Gas Act 
together with the revised sheets of Mississippi’s gas tariff and orders in 
accordance with the settlement refunds to Mississippi’s utility customers for 
the increased rates which have been under bond. Mississippi River Fuel 
GOW a seg ricenvik ei aise tiaieice aim i coadt atlas Bik aT ah iin teil Saad istencn tcl 12 FPC 

Commission allows a rate increase by Alabama-Tennessee to take effect 
under the Natural Gas Act in settlement of a rate proceeding, and orders 
Alabama-Tennessee in accordance with the settlement to refund to its 
resale customers the increased rates which have been under bond. 
Alabama-Tennessee Natural Gas Co......--.------------------- 12 FPC 

Commission accepts the “proposed settlement” together with the gas 
tariff of Texas Gas and orders refunds to Texas Gas’ utility customers for 
natural gas sold during period the increased rates were under bond. Texas 
Gas TRARIMNONON TIP no a ska cence kcswkelataaenkaned 12 FPC 

Commission accepts under the Natural Gas Act the “Proposed Settle- 
ment”’ together with Hope’s gas tariff, and orders Hope in accordance with 
the settlement to make refunds to its interstate wholesale customers. 
Pie GIT OE COE CE on cn cpt atin wamadiananncenme dpuniaieaad sate 12 FPC 

Commission accepts proposed settlement under Natural Gas Act between 
United and its customers but allows proceedings in certian dockets to 
remain open for later consideration. United Gas Pipe Line Co_... 13 FPC 

Provision made in settlement order to reflect any change in Federal 
income tax liability, if a change in the existing tax rate becomes effective. 
Transcontinental Gas Pipe Line Corp___.--.-------------------- 14 FPC 


11. Rouuep IN AND Sprit Levet Rares. 


Commission determines that “rolled in rates’? should be charged by 
Panhandle for its gas after Trunkline supply becomes available. Pan- 
handle Eastern Pipe Line Co__.-.-.-------- splash iidee Missile Stites 10 FPC 

Since imported natural gas will be used exclusively to render service to 
Anaconda, it will be required to pay costs of facilities required to bring gas 
into applicant’s system. Montana Power Co......------------ 11 FPC 

Commission approves systemwide cost of service study, including the 
costs of the Hugoton area sales, which Northern attempted to segregate. 
agers FR I CR ocinw wien dicenvitin ch eps Canaan Rhea 11 FPC 

In spreading or assigning costs, all customers must share pro rata in 
total. Cost contract between Colorado and Amarillo Oil Co. is not such 
as to exclude Amarillo from such assigning or pooling of costs. Colorado 
Tater te TARE 6 iss onsen hinges alan pitied anesbatipndiudian cae 

Commission concludes that a two-block rate form for Natural’s “‘outside”’ 
Customers is just and reasonable, and that an overall rolled-in rate would 
be unduly discriminatory against the Chicago companies and unduly 
preferential in favor of the ‘‘outside’’ customers. Natural Gas Pipeline 
Co. of America 
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Commission rejects Mississippi’s contention that it is entitled to rates 
reflecting costs limited to specified facilities without regard for over-all 
costs reflecting system operations. United Gas Pipe Line Co____- 13 FPC 

Customers served from the field pipeline system in the Panhandle- 
Hugoton producing area should not be assigned costs applicable to the 
Howell Field production system or the Trunkline system. Panhandle 
REEF FOE BNE IE nn ene nck oe seo can hie Sew end obi 13 FPC 

Facilities of El Paso constitute an integrated system and should not be 
separated into divisions for cost allocation purposes. El Paso Natural Gas 
Pon a ee Peis e oc al enter enael eat ace eee cree ey 13 FPC 

Contract for direct sale of natural gas cannot bind Commission in allo- 
cating system joint costs to determine costs associated with sales for resale. 
Haet Tensioteds Natural Gas Co_. 2. . oe ee nce te ei can 13 FPC 

Cost of service studies for specific customers are not generally required 
in proceedings where a general revenue increase is sought except in extraor- 
dinary situations, which are not present here. United Gas Pipe Line 
le wick UE ee Gk cin + eedeiar eed x eee eee aaa che ithe = i 14 FPC 

To permit Mississippi to have two rates based allegedly on historical 
contract relationships between United and Mississippi, without regard to 
the rights of others in the same class, receiving the same service in the same 
rate zone would amount to unlawful discrimination against such customers, 
and would not be in the public interest. Instead a rolled-in rate should 
We IG 3s cone ot a ee on aigecus deeeu sehen deb naalewiies abe 

Separate billing is not justified where gas procured from various sources 
is delivered through general system facilities, and is commingled prior to re- 


ceipt. In such circumstances, an average cost should be assigned. 


12. Zonina. 


Commission’s purpose is to encourage the establishment of uniform rates 
in regions where substantially the same operating.and natural conditions 
prevail. Louisiana Public Service Commission v. United Gas Pipe Line 
FOS TELS S56 st dg 2h oo oo eign oo dnc oie bo ada yeas 3 FPC 

Hope’s allocation of cost of service study rejected because Commission 
does not favor assignment of costs of particular facilities to specific cus- 
tomers; zoning method used which produces reasonable spread of costs 
between Hope’s interstate sales for resale and its intrastate business. Hope 


FONG Fe SR os. Sk. gn a, Lip oe c eae ete ce cen au ee 10 FPC 
Application of the demand-miles and commodity-miles theory of zone 
cost allocation rejected in this case. El Paso Natural Gas Co- ---- 13 FPC 


Slight deviation from the allocated cost of service for each zone is justified 
in at least a taken recognition of the fact that the predominate use of El 
Paso’s system ‘is now for the supplying of gas for resale in California. 
Since system of East Tennessee is integrated and unified, and operated 
as such, the only proper and feasible method of allocating costs in this 
instance is on a system-wide basis, instead of segregating costs to AEC. 
East Tennessee Natural Gas Co-- ----- ee Se re eh ae 13 FPC 

Commission rejects all of the proposed zoning methods because the 
length of the lateral line serving each point of sale was not included in the 
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compilation of the total distance of transmission, thereby creating inequi- 
ties. Nértherss Netural:GeeUo. sisi. cuiwsisetk oe i kk 14 FPC 
Rate zones should include as large an area of service as may be consistent 
with equitable treatment to all customers. Jd__.-._..----------------- 
It is unreasonable to allocate a company’s cost in part on a system-wide 
basis and in part on the basis of a segregation of certain properties. 
Commission permits Northern to maintain in its rate schedules a uniform 
commodity charge throughout its system, and to adjust the demand 
component of the rates to provide a differential between zones. 
Commission orders the establishment of service zones with rate differen- 
tials as a fair way of eliminating Northern’s unlawful discrimination and 
preference resulting from the use of uniform rates. Jd__._.-...---...--- 
Commission concludes that for the purposes of this proceeding the 
systemwide rather than the zone method of cost allocation should be 
employed. Panhandle Eastern Pipe Line Co__-.------------- . 14 FPC 


REFUNDS AND REDUCTIONS. 


The Commission anticipates that the rate reductions will be passed on to 
ultimate consumers by the distributors. Louisiana Public Service Com- 
mission v. United Gas Pipe Line Co___..------- amet eas 3 FPC 

Just as money impounded during a court proceeding to test the validity 
of a regulatory Commission’s order, and representing the difference between 
prior existing rates and the reduced rates established, belongs to ultimate 
consumers, so also the savings here resulting from reduced rates belong to 
ultimate consumers. Memphis Natural Gas Co_._..........------ 3 FPC 

Savings to purchasers of natural gas for resale, resulting from a reduction 
in rates, should be distributed equitably by such purchasers to their 
ultimate conaumerm:: Uda ois. ose Souds a i sai lie cc i ewets begackuee 

Respondent ordered to reduce rates subject to Commission’s jurisdiction 
by not less than $945,613 annually on 1943 basis and, when Commission’s 
order of April 27, 1943 (3 FPC 432), directing Interstate Natural Gas 
Company to reduce rates to respondent is validated by the courts, to pass 
on the proper portion of that reduction by reductions to its utility cus- 
tomers. Mississippi River Fuel Corp._.....-.---.------------- 4 FPC 

Panhandle’s customers could reject Panhandle’s tender of refund pay- 
ments because they purported to represent principal alone, and they were 
only partial refunds which the customer might reject in amy case. Pan- 
handle Eastern Pipe Line Co........-s.--+--2--- 20 ---- 4 eu-- 17 FPC 

Commission requires that each partial payment, which Panhandle has 
made to its customers, should represent both principal and interest on 
that pristeipeli fdoiiwn scan stccsd. asdseusd.d.de~ Ok. wildane toed 

Panhandle should retain the benefit of any tax savings associated with 
the payment of interest on the amounts to be refunded. Jd__--..-----..-- 

To the extent actual costs are used for purposes of determining the 
amount to be refunded, such costs shall be those actually ineurred during 
the refund period, even though the refund period covers less than a full 
12-month period. Here deviation allowed because of minor effect and 
reasonableness of rates. Lake Shore Pipe Line Co_.....-.-.-.---- 17 FPC 
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REPRODUCTION COST. 
See RATE BASE, 8. VauvatTion. 


RES JUDICATA. 


Upon an application for amendment of license, Commission limits its 
jurisdiction to the scope of the amendment and regards as settled those 
questions of fact which were necessarily determined by a predecessor 
commission at the time of the issuance of the original license. Columbia 
Rotiwayé&: Navigation Cos. 2. sucideuocek. su eel cli ee ele 1 FPC 

Acceptance of certificate precludes company from subsequently challeng- 
ing by certificate application the merits of Commission’s prior determi- 
nation as to division of New England market. Northeastern Gas 
Transmission Co 

Doctrines of stare decisis or res judicata are not applicable in the field of 
administrative ratemaking. Panhandle Eastern Pipe Line Co_... 138 FPC 

When a matter has been fully considered and decided by the Commission 
in a rate proceeding, it must be regarded as settled unless significant new 
facts or changed conditions and circumstances are presented which would 
require: ils teconsidertiion! is Itics 5. bosSecs cui edi ncedt xsl. bie 

Colorado Interstate has shown sufficient variations in facts and cir- 
cumstances to be entitled to make a present showing on the record with 
respect to a different classification and allocation from that found proper 
in Opinion No. 235. Colorado Interstate Gas Co__.._..---------- 13 FPC 

An administrative determination of an administrative question is not res 
judicata or otherwise binding when that question is again raised before an 
agency in another case. Central Kentucky Natural Gas Co__..--_-- 15 FPC 


SECURITIES. 


Where a public utility proposes to issue 8 percent noncumulative pre- 
ferred shares and 6 percent cumulative preferred shares in place of out- 
standing 7 percent cumulative preferred shares, under the circumstances 
of the instant case, the Commission will not approve the issuance of the 8 
percent preferred shares, even though the position of the company would be 
unchanged or bettered, as such authorization would be misleading and tend 
to create confusion as to the justifiable rate of return on such a security and 
its authorization under present circumstances would not be compatible with 
the public interest. Nevada-California Electric Corp_._.....-.---- 2 FPC 

A transaction involving a change in preferred stock dividend rights, 
accomplished by amendment of the articles of incorporation and by sub- 
sequent Overprinting of a legend stating the changes on outstanding share 
certificates, constitutes an issue of securities within the purview of section 
204 of the Federal Power Act: Id... 2-22-22 2- eee e eee 

The legislative history shows that section 204 of the Federal Power Act 
is derived from section 20(a) of the Interstate Commerce Act, and interpre- 
tation by the Interstate Commerce Commission of the meaning of the 
language of section 20(a) of the Interstate Commerce Act, to include 
within the meaning of “issue any securities” a change in dividend rights on 
preferred stock, is persuasive as to the intent of Congress that the language 
in section 204(a) was to be similarly interpreted. Jd_.......-.-.-------- 

The present proposed issues of preferred stock would be in exchange for 
preferred stock purportedly “‘issued’’ in March 1939 and coming within the 
meaning of section 204 of the Federal Power Act requiring prior authori- 
zation from the Commission for issuance. Such prior authorization was 
not obtained. Therefore, the Commission is not empowered now to 
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SECU RITIES—Continued 


authorize an issue of securities within the scope of the Act. To grant such 
an application as the instant one would be to authorize the issuance of new 
securities exchange for illegally issued securities, thereby in effect indirectly 
ratifying what there is no power under the Act to directly authorize. 

The denial of the present application does not deny the applicant the 
opportunity to accomplish, in a proper way, an improvement in its 
TORO SEROURRO, 2G is a sintatsccaeind a sieincbind sinned athena aa 

Discount on bonds issued to pay interest on bonds previously issued by 
predecessor company cannot be allowed as interest during construction. 
ANGGGOTG T GEEE F WAIOT rin 0 seeps sakinciebati aaa eae 2 FPC 

Bond discount held to be a part of the cost of money, to be treated in the 
same manner as interest, an expense to be finally discharged when the bonds 
are retired, and not part of the cost of property to be capitalized and retired 
when the property is removed from service by charges to depreciation 
reserve. Superior Water, Light & Power Co........-...-.-------- 2 FPC 

Bonds discount and expenses improperly capitalized should be removed 
from company’s plant account, established in Account 107, electric plant 
adjustments, and disposed therefrom by a charge to Account 271, earned 
WU. Fi eset nine tant cotinak tapered tei actin ti ai tcd ha 

Balance sheet instruction 6-E recognizes the sound accounting principle 
that upon the redemption of securities and the consequent removal of the 
principal amounts thereof from the books of account all charges and costs 
incurred in connection with their issuance and retirement should likewise 
be removed from the accounting records. Pennsylvania Water & Power 
© coms sips ma ivhichaciesenede aa ddaialesedianeiatteanenieiiiai its lie saa acne sek eel 2 FPC 

The deferment of unamortized discount, expense, and call premiums on 
bonds redeemed over a period subsequent to the date of redemption, 
results in charging against the revenues of the future, expenses or costs 
which are parts of transactions effective only in a prior period; and per- 
mission for such deferment is a regulatory expedient which should be 
granted only upon a showing of necessity therefor in the public interest. 

Unamortized discount, expense, and call premiums associated with bonds 
issued and redeemed in the past may, like extraordinary losses due to fires, 
storms floods, etc., as a regulatory expedient, be spread over a reasonable 
period subsequent to their occurrence, Jd_.....--..---------------+--.- 

The immediate charge-off of unamortized discount, expense, and call 
premiums should be as great as the circumstances will permit without 
unduly affecting security holders or present consumers, and the balance 
should be spread over the shortest reasonable period. Jd_..........------ 

Generally, in considering a reasonable amortization period for unamor- 
tized discount, expense, and call premiums, the annual savings due to the 
refunding should be applied to the balance in the unamortized debt discount 
and expense and call premium account before any improvement is reflected 
in the income account as a result of the refunding transaction. Savings in 
income taxes, due to the refunding, should be applied to the items. in 
question in the year such savings are realized. Jd_.........------------- 

To permit the amount of discount and expense charged off in the past to 
be included as a charge to the income account of current periods to which 
they do not relate would be improper and should be denied. Jd.....------ 
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SECU RITIES—Continued 


A discount on preferred stock never reflected on company’s books 
should be transferred from Account 100.5, electric plant acquisition 
adjustments, through Account 107, to Account 150, discount on capital 
stobk. ‘“FueGle Poise? GB Lite Cen 2 ee cn elle oe 3 FPC 

Amounts representing bond discount and expense suffered by affiliate in 
connection with transactions in bonds of company reclassified by company 
from plant account to Account 107, electric plant adjustments, pending 
Commission approval of the transfer to Account 140. Jd_....--.-.--.-. 

An amount representing bond discount and expense relating to an indebt- 
edness which matured and has been replaced by a new bond issue should 
be charged off to Account 271, earned surplus. Jd.___--.-.------------ 

The pro rata portion of unamortized debt and expense relating to 
presently outstanding bonds (137/300 of the life of the bonds having ex- 
pired) should be charged off at once to Account 271, earned surplus, and a 
proportionate part of the balance should be included in the income account 
for years subsequent to 1942 until the entire amount is extinguished. Jd__.. 

Where the Commission finds that an applicant for authority under sec- 
tion 204 of the Federal Power Act to issue first mortgage bonds has sub- 
stantially complied with the intent of paragraph K, section 34.2 of the 
Commission’s rules and regulations requiring a public call for competitive 
underwriting bids in connection with an underwriting, that the underwrit- 
ing discounts compared favorably with those on similar issues, and the 
sale of the securities will result in substantial interest savings to the appli- 
cant, held, that the proposed issue of securities will be compatible with the 
public interest. Montana-Dakota Utilities Co.-..-------------- 2 FPC 

Discount on stock issued by parent holding company in the acquisition 
of property, representing the difference between the par and market values 
of the stock, recorded as part of the cost of assets acquired, inflated its 
plant accounts to that extent. Minnesota Power & Light Co___--- 3 FPC 

To the extent that the aggregate amount and par value of securities is- 
sued to parent company in exchange for property was in excess of the book 
cost to the parent company of the properties transferred, the transactions 
resulted in a “‘write-up” of plant account on the books of the acquiring 
MII.) Belek 6 new cane hasecaehnumeiek newest cnnbaspunsunce aos t 

The amount of the write-up representing bond discount and expense on 
bonds delivered to parent company on acquisition of properties, although a 
proper charge to surplus since the bonds were refunded in 1928, was dis- 
posed of by an immediate charge-off of part to Account 271, earned surplus, 
with transfer of the balance to Account 140, unamortized debt discount, 
from which account it was directed to be amortized over a period not to 
exceed 100 months from June 30, 1942, the remaining original life of the 
refunded bonds, by equal monthly charges to Account 531, amortization 
of debt discount and expense, provided that amortization might be ac- 
celerated by charges to Account 414, miscellaneous debits to surplus. 
The amount of write-up representing discount on preferred stock de- 
livered by accounting “public utility” to its parent company as a part of 
the consideration for assets transferred, should be transferred to Account 
150, discount on capital stock, and thereafter accounted for as provided 
my the Unmorm System or Accounts, Te-2 ee eee ee ee 

Inflation recorded in plant accounts which arose in connection with 
security issues by respondent to its company’s parent ordered disposed of 
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SECU RITIES—Continued 


by a charge to earned surplus, with a condition that the company might 
charge a portion to a capital surplus created for such a purpose, leaving 
in earned surplus a balance equivalent to the requirements for one year’s 
preferred stock dividends, instead of making a charge to the common 
stock or eapital surplus account which would amount to compulsory re- 
duction in the book or stated value of the stock without compliance with 
law, and, in case of charge to capital surplus, would create a “capital sur- 
plus ‘deficit’” at the same time with an earned surplus smaller than the 
‘“‘capital deficit.” Section 305(a) of the Federal Power Act makes it un- 
lawful for any officer or director of a “‘public utility” to participate in the 
making or paying of any dividends of such public utility from any funds 
properly included in capital account. Jd_.-_.--..------------------- 

Amount representing expenses incurred on sale of preferred stock de- 
livered to parent company, ordered disposed of from Account 107 by a 
charge to Account 151, capital stock expense, and thereafter accounted for 
as provided in the Uniform System of Accounts. Jd____...._---------- 

The Nebraska Power Company filed an application pursuant to section 
204 of the Federal Power Act to determine (1) whether the company was 
subject to the Commission’s jurisdiction by virtue of section 201(f) of the 
Act and (2) if so, to obtain approval for the issuance of certain securities. 
The order for hearing also required applicant to show cause why certain 
agreements involved were not subject, as to the lease or disposition of 
facilities, and the sale, purchase, or interchange of electric energy, to the 
requirements of sections 203 and 205 of the Act and applicable Rules of 
Practice and Regulations. Applicant contended it was (a) directly wholly 
owned by Omaha Electric Committee, Inc., quasi-public corporation al- 
leged to be an agency, authority, or instrumentality of the State of Ne- 
braska and (b) now indirectly wholly owned by Loup River Public 
Power District, a political subdivision of Nebraska. Application dismissed 
for want of jurisdiction. Nebraska Power Co_.....------------- 5 FPC 

As proposed issues of securities are subject to the requirements of the 
Public Utility Holding Company Act, or of a rule, regulation or order there- 
under, they are, under section 318 of the Federal Power Act, exempt from 
the requirements of section 204 of the Federal Power Act, but the Com- 
mission has jurisdiction over the accounting treatment of call premium and 
expenses resulting from proposed redemption of outstanding preferred 
stock and issuance of new securities, inasmuch as the Securities and Ex- 
change Commission has prescribed no requirement with respect thereto, 
under the Public Utility Holding Company Act. Oklahoma Gas and 
UO CO iin sin ences ena tata ne 5 FPC 

The Commission’s Uniform System of Accounts provides that call pre- 
miums paid upon the redemption of preferred stock must be charged to 
earned or eapital surplus. As applicant has no capital surplus, a deficit 
might be created, unless corrected by creation of capital surplus through 
reduction in common stock or contribution by common stockholders. 
There is no provision relating to the refunding of preferred stock which 
authorizes a different treatment than that set forth in the accounting rules, 
as there is in the case of refunding of bonds. Jd_..-.------------------- 

Call premiums paid upon redemption of preferred stock are in the nature 
of special distributions, similar to the payment of a special or extra dividend 
at the time redemption is made. Id 
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SECU RITIES—Continued 


Amounts paid to preferred stockholders over and above that which has 
been paid into the corporation for the stock are distributions of undistrib- 
uted earnings or distributions of capital. Jd...----.-s-424-4--+4--4+4ee 

Proper accounting practice requires that ® call premium like a special 
distribution to a particular class of stockholder .be charged.to surplus, at 
the time of redemption. ; [di ise s-c5 ainsi ade oe neteweesicws- odguens 

The result of proposed amortization of call premium and expenses. over 
@ nine-year period is an asset item which is neither a true asset nor a true 
deferred charge, but rather a mislabeled surplus debit. The capital of the 
company is overstated so long as the item remains in the balance sheet. 
Such accounting practice artificially keeps the 7 percent preferred stock 
dividend rate in effect for a 9-year period after the stock has been redeemed. 


The interests of security holders as a whole may be adversely affected 
by the amortization of call premiums and expenses over a period of years if 
the earnings should decline to point where preferred dividends are not paid 
and preferred stockholders will be compelled to bear the cost of redeeming 
old proferped stock... [ds diniteciedicasca peste cd nde cua edageaes wis 

The interests of consumers, being related to the financial condition of 
the utility, may be adversely affected when revenues collected from 
consumers are not sufficient to service outstanding securities and absorb 
the amortisation charge... lds osip i ns - seinen icne nigeun duwpinnssenin 

The public is entitled to the same efficient and economical management— 
including financial management—from public utilities, which render 
essential public services, as obtains in competitive fields, including the 
refunding of preferred stock to take advantage of cheaper money. 


Amortization of call premiums over a period not to exceed 5 years 
authorized by Commission, with privilege to petitioner to accelerate the 
ehevee 6desired, 1G. ok sce nmcnp esd weeds edcnab anes deadgduduemts ds 

Commission finds that issuance by applicant of note and bonds con- 
stitutes issuance of securities. by a public utility within purview of Section 
204 of Federal Power Act. Florida Public Utilities Co.......--.-- 7 FPC 

Request to include in supplemental indenture a 5-year nonrefundable 
limitation on the right of applicant to call the proposed bonds was denied, 
Northern Srdtes Power Coss ico sac cecsennh wen duecncssccsueeepes 6 FPC 

See COST, 12. Excuaneas or Assets; ACCOUNTS AND ACCOUNT- 
ING, 4. Cost, (b) Bond Discount and Expense. 


STATUTORY CONSTRUCTION. 
It is not within the Commission’s province to pass upon the constitution- 
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ality of statutes enacted by Congress. Hast Ohio Gas Co__._---- 1 FPC 592, 595 


Statutes should not be literally interpreted at the expense of the reason 
of the law and so as to produce absurd consequences or flagrant injustice, 
but are to be construed so as to avoid absurd or glaringly unjust results. 
Cy SE se ne eaatne eas acadsGeeacesieawekad 2 FPC 

The Congressional declaration of policy expressed in the Act is indicative 
of the regulation contemplated. Jd_._.....-...-.....-.-.-.------.-.-. 

A legislative grant must be strictly construed and any doubt or ambiguity 
must be resolved in favor of the Government and against the grantee. One 
relying upon such an act must show compliance with its terms, 
STE Ron ca deaetaencasuce ues cdaaeee ohne ace 
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STRAIGHT-LINE DEPRECIATION. 

See DEPRECIATION AND DEPLETION. 
SURCHARGE. 

See EMERGENCY. 
TARIFF. 


See CERTIFICATES, 9. Factors; RATE SCHEDULES, 8. Tanrirr 
PROVISIONS AND SERVICE AGREEMENTS. 


TAXES. 

See COST, 25. Taxes; COST OF SERVICE, 12. Taxzs. 
TEMPORARY CERTIFICATES. 

See CERTIFICATES, 14. Temporary CERTIFICATES. 
UNDERGROUND STORAGE. 

See CERTIFICATES, 13. Srorace Factiirizs. 
UNIFORM SYSTEM OF ACCOUNTS. 

See ACCOUNTS AND ACCOUNTING, 11. Unirorm System or 

Accounts; JURISDICTION, 1. AccountiNa, 

WATER RIGHTS. 

See LICENSE, 16. Priority, 19. Stare Water Ricuts Law. 
WORKING CAPITAL. 

See RATE BASE, 9. Worxine Capirat. 
WRITE-UP. 


See ACCOUNTS AND ACCOUNTING, 4. Cost, (a) Acquisition of Property, 
(b) Bond Discount and Expense, (e) Inter-Company Contracts and Service Fees, 
5. Disposition or AccountTING ApJusTMENTS, (f) Write-ups; COST, 3. Arrriia- 
TION AND Common ContTROL, 12. ExcHANGE OF ASSETS. 
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